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DEPOSITED BY TH 
UNITED STATES OF AMERICA 


TRANSSHIPMENT OF SURPLUS AGRICULTURAL 
COMMODITIES 


WEDNESDAY, FEBRUARY 23, 1955 


HovuseE oF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 


OF THE COMMITTEE ON GOVERNMEN'Y OPERATIONS, 
Washington, D.C. 


The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
1501, New House Office Building, Representative L. H. Fountain 
(chairman of the subcommittee) presiding. 

Present: Representatives Fountain, Jones of Alabama, Reuss, Holi- 
field, Reece of Tennessee, Knox, and Krueger. 

Also present: James Naughton, counsel, Intergovernmental Rela- 
tions Subcommittee; Ear] Butz, Assistant Secretary, Department of 
Agriculture; Gustave Burmeister, Assistant Administrator, Foreign 
Agricultural Service; George Parks, Fats and Oils Director, Com- 
modity Stabilization Service; Robert Farrington, Solicitor, Depart- 
ment of Agriculture; and Paul Quintus, Chief, Fats and Oils Divi- 
sion, Foreign Agricultural Service. 

Mr. Fountain. The subcommittee will come to order. 

I understand one of our witnesses has an appointment at 11 o’clock 
and I think Mr. Reece also has an appointment. 

Mr. Kruecer. I have one, Mr. Chairman, at 11 o’clock. 

Mr. Founrarn. I hope you will stay with us as long as you can. 

Gentlemen, the subcommittee requested the Department to send 
us witnesses who would be able to inform the subcommittee on three 
areas of the Department of Agriculture’s operations. We asked, 
first, for an official on the policymaking level who is familiar with 
the activities of the Commodity Credit Corporation, and particularly 
with the export policies of that agency. I believe Dr. Butz is the one 
among you who will testify in that area. Is that right? 

Mr. Butz. Yes. 

Mr. Fountain. The second request the subcommittee made was for 
an official of the Oils and Peanut Branch of the CCC who could inform 
us in regard to the sale of linseed oil for export. Do we have someone 
here who is familiar with that operation? 

Mr. Burz. I think Mr. Parks is. 

Mr. Fountarn. Our third request was for someone familiar with 
the operations of the Foreign Agricultural Service, particularly some- 
one familiar with the Netherlands area and our shipments to that 
area. Is there anyone here who can answer questions on that subject? 

Mr. Butz. Yes; Mr. Burmeister and Mr. Quintus. 

Mr. Fountain. I want to thank each of you gentlemen from the 
Department of Agriculture for appearing before the subcommittee 
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this morning. I assure you that we would not have asked you to go 
to this trouble if we ra not feel that the subject we are going into 
is extremely important. 

To state the matter as briefly as possible, there have been reports 
in trade journals and statements by prominent persons indicating that 
large amounts of surplus commodities, particularly fats and oils, sold 
for export by the Commodity Credit Corporation at below cost prices 
are finding their way behind the Iron Curtain, in violation of the estab- 
lished policy of the United States. 

In addition, the subcommittee has obtained information indicating 
that certain very large shipments could not possibly have been con- 
sumed in the countries to which they were supposedly exported. 

I want to make it clear at this point that this subcommittee well 
knows it has no jurisdiction over the foreign-trade policy of the United 
States. It is not the business of this subcommittee to decide whether 
we should or should not trade with Russia or any other country behind 
the Iron Curtain. We also want it understood that this hearing is in 
no way intended, nor should it be construed, as an effort to set such 
policy. That responsibility obviously rests on other shoulders. 

However, our Government has an established policy regarding trade 
with Russia and the satellite nations, and if that policy is being vio- 
lated, either deliberately or mistakenly, by the sale of taxpayer-owned 
commodities at cutrate prices for shipment behind the Iron Curtain 
or for shipment destined to reach behind the Iron Curtain, then that 
very definitely is a matter for consideration and appropriate action 
by this subcommittee, particularly if these violations are resulting in 
heavy losses to the taxpayers. 

Consequently, our questions this morning will be designed to estab- 
lish just what the facts are in this situation and to determine whether 
or not the Department is taking proper and necessary precautions to 
prevent violations of the established trade policy of the United States. 

If it meets the pleasure of the members of the committee, I will go 
ahead and ask a number of questions which I have in mind, and there- 
after you can ask such questions as may be brought to your attention or 
that you may think of. Is that all right? 

Mr. Reece. I think that would be a good procedure. 

Mr. Fountain. Dr. Butz, before we get into the questions, would 
you give us just a short sketch of your background and your duties 
with the Department ? 

Mr. Butz. Yes, sir, Mr. Chairman. 


STATEMENT OF EARL BUTZ, ASSISTANT SECRETARY, DEPARTMENT 
OF AGRICULTURE; ACCOMPANIED BY GUSTAVE BURMEISTER, 
ASSISTANT ADMINISTRATOR, FOREIGN AGRICULTURAL SERV- 
ICE; GEORGE PARKS, FATS AND OILS DIRECTOR, COMMODITY 
STABILIZATION SERVICE; ROBERT FARRINGTON, SOLICITOR, 
DEPARTMENT OF AGRICULTURE; AND PAUL QUINTUS, CHIEF, 
FATS AND OILS DIVISION, FOREIGN AGRICULTURAL SERVICE 


Mr. Butz. My name is Earl L. Butz. I have been Assistant Secre- 
tary of Agriculture for Marketing and Foreign Agriculture since 
August 1, 1954, Prior to that time I had served 17 years on the staff 
at Purdue University, the last 8 years as head of the department of 
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agriculture and economics, in which capacity I had followed very 
closely agricultural policy, agricultural marketing, and various aspects 
of the relationship between Government and agriculture. 

We are very happy, Mr. Chairman, to be able to meet with this 
committee this morning to discuss this subject because it is a very 
important subject and we are glad to know that Congress is looking 
into it to make sure that the intent of Congress is being followed in 
our transactions in the Commodity Credit Corporation. If I may, 
I would like very briefly to state what our policy is and what we are 
doing. 

Mr. Fountain. I think there will be an opportunity for you to go 
into that. I have some questions which are designed to bring that out. 
You are familiar with the Export Control Act of 1949? 

Mr. Burz. Yes. 

Mr. Fountarn. That act, of course, is the basic legislative authority 
for the United States program of export control; is that right? 

Mr. Burz. Yes. 

Mr. Fountain. And the President has delegated responsibility 
for the administration of this act to the Secretary of Commerce; is 
that true? 

Mr. Burz. That is my understanding; yes. 

Mr. Fountain. The Secretary of Commerce has reported to Con- 
gress on a number of occasions, the most recent one being December 30, 
1954, in his report on export control, that it is the policy of the United 
States Government not to allow the shipment of surplus commodities 
behind the Iron Curtain when those commodities are acquired from 
the Commodity Credit Corporation at prices less than the United 
States Government investment in them. 

I might quote the 29th Quarterly Report on Export Control. Read- 
ing therefrom: 

In general, applications for shipment of positive-list commodities to the 
Duropean Soviet bloc are likely to be denied, while applications for non-positive- 
list goods may be approved. However, applications in the latter category are 
carefully examined and are not approved in instances such as the following: 
Where commodities acquired from the Commodity Credit Corporation are to be 
exported at prices less than the United States Government investment in such 
commodities. 

Since the Secretary of Commerce is officially charged, as I under- 
stand it, under the Export Control Act and the President’s order with 
setting the official United States export policy, I assume that you 
people down at Agriculture go along with this official policy of not 
selling Government-owned commodities at cutrate prices for shipment 
to Russia and her satellites; is that correct ? 

Mr. Butz. That is correct. 

Mr. Fountain. The committee would like to know, Mr. Butz, just 
what steps the Agriculture Department has taken to insure that these 
surplus commodities you are selling for export at cutrate prices do 
not wind up behind the Iron Curtain. 

Mr. Butz. Mr. Chairman, there are two general types of trans- 
actions, as I understand it, that are involved here. One is a Govern- 
ment transaction, in which, of course, we get the pledge of the recipient 
government that the articles will not be transshipped. 

Mr. Jones. Who gets that assurance? Does the Department of 
Agriculture or the Department of Commerce get it ? 
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Mr. Butz. Can you answer that, Mr. Burmeister? 

Mr. Burmetsrer. That is part of the Government agreement. 

Mr. Jones. Who makes it for the Government ? 

Mr. Burmeister. The State Department makes the Government 
agreement. 

Mr. Burz. If this takes place under Public Law 480, let us say, which 
is a government-to-government negotiation, as you know, the State 
Department does the actual negotiating. 

Mr. Jones. No. That is not what I am asking, Dr. Butz. Who 
makes the contract on the part of the United States Government ? 

Mr. Burz. You mean who determines the terms of the contract? 

Mr. Jones. That is right. Who negotiates the contract? 

Mr. Burz. The preliminary discussions might take place in the State 
Department. 

In the case of a 480, we have an intergovernmental committee that is 
made up of Commerce, State, Treasury, Budget, Defense, I believe, 
and they outline the terms of the deal. Then, the State Department 
heads a negotiating team that negotiates with the foreign country on 
the actual details of the contract. 

Part of the contract is that the recipient country gives assurances 
that the goods received under the deal will not be transshipped to Iron 
Curtain countries, or to any other country, for that matter. -They are 
to be used in that country. That is one type of transaction. 

The other type is where commodities are sold to private traders for 
export abroad. In each case these private tradesmen must execute a 
certificate, I believe it is called, in which they give assurance that—— 

Mr. Jones. To whom do they give assurance? The Department of 
Commerce ? 

Mr. Burz. No. In this case it is the Commodity Credit Corpora- 
tion, the Department of Agriculture, because they buy from the 
Commodity Credit Corporation. And they give assurance that these 
items will not be transshipped behind Iron Curtain countries. 

We exercise reasonable precaution to make sure that those certificates 
are genuine and valid aid are followed. 

Mr. Rexce. What means do you have of following through to see 
whether that contract is violated ? 

Mr. Butz. As far as I know, we have no absolutely positive means. 

We have our agricultural attachés stationed abroad to watch the 
shipments. We have a list of private tradesmen that we deal with 
that we think are reputable. 

I presume, in the final analysis, the only way you can be absolutely 
certain that none of this stuff is manufactured and then shipped or 
transshipped is simply not to sell it. After all, commodities like this 
lose their identity of the country of origin once they get in a foreign 
port. 

Mr. Founratn. You say you get assurances from the buyers? 

Mr. Burz. They execute a certificate. 

Mr. Fountarn. That is a written certificate, of course? 

Mr. Burz. Yes, sir. 

Mr. Fountain. Do you make any inquiry or investigation beyond 
that certificate to determine whether or not the commitment made in 
that certificate is being complied with? 

Mr. Butz. Can you speak on that, Mr. Burmeister? 

Mr. Burmetster. Would you state that question again, sir? 
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Mr. Founratn. I said do you make any inquiries to determine 
whether or not the promise made in that certificate not to transship 
is being complied with ? 

Mr. Burmeister. Sir, I don’t believe so. What we do mostly is 
check the trade in the country, both what they are importing from the 
United States and what they are exporting. In that way we follow 
fairly closely what is happening to the trade in these commodities. 

Mr. Fountain. What is your system for checking in these countries? 

Mr. Burmeister. We have our agricultural attachés in the countries 
and we send marketing experts to most of these countries to make a 
study of what happens to these commodities and what is happening in 
the trade of these commodities, both commodities which we export to 
the country and from our competitors. 

Mr. Fountain. Let us take, for example, the Netherlands. Is it 
the responsibility of your agricultural attaché there to keep in touch 
with the situation with a view of determining whether or not materials 
exported from this country to the Netherlands are transshipped be- 
hind the Iron Curtain ? 

Mr. Burmeister. Not specifically that, but what is going on in the 
trade of any of these commodities which we are interested in from an 
export point of view. He is there to follow that all the time. 

And, then, we, as I say, send marketing experts into those countries 
because we are interested in expanding exports, and naturally we are 
going to find out all that is going on that we can with respect to trade 
in these commodities. 

Mr. Burz. At the present time it is fair also to state that we follow 
the developments in the export of a country like the Netherlands. 

If they, for example, import oils from us and they have exports of 
a similar product behind the Iron Curtain that have increased, then 
we would know it very promptly. We have the aggregate figures. 

Mr. Burmeister. That is correct. 

Mr. Founrarn. Are there any other measures that you know of 
which are taken to prevent this, other than those which you have just 
outlined ? 

Mr. Butz. I would say, in the case of the Netherlands, which you 
mentioned as an illustration, our men in the Foreign Agricultural 
Service are in close contact with the attachés stationed in Washington. 
I think that is also true in the other countries that are importing sub- 
stantial quantities of fats and oils from us. And I think if there is 
any question about this, our men are in close contact with those people 
and discuss with them what they think is happening: in their own 
countries. 

Mr. Fountarn. Do you feel that the measures which you are taking 
and have taken are effective and adequate? 

Mr. Burz. I will put it this way, Mr. Chairman, that we try to 
exercise every reasonable precaution to comply with the law and 
with the intent of Congress. 

I would not say that there has been no instance in which a product 
exported from this country did not displace a similar product that 
moved behind the Iron Curtain, nor can I point to any case where 
that has happened. 

Mr. Fountain. You are aware of the fact that Russia and her 
satellites need agricultural commodities, particularly fats and oils, 
very badly? 

78742—56——2 
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Mr. Burz. Yes, sir. 

Mr. Founrarn. I thought it was pretty generally recognized that 
such was the situation. 

I believe Mr. Naughton, our subcommittee counsel, has some ma- 
terial relating to Russia’s need for fats and oils, and I am going to 
ask him to read it into the record at this point. 

Mr. Jones. Mr. Chairman, before you get to that could I ask a 
few questions about the castninatiatiet work of the various branches 
of the Government with respect to the Export Control Act itself? 

Mr. Founrarn. Yes. 

Mr. Jones. You stated that you made the selections of the Commod- 
ity Credit Corporation inventories and you selected the people to 
trade by the requests of foreign governments to buy commodities 
that you have in excess in the Soamnedity Credit Corporation. 

By the order of the President the responsibility for administration 
of export control was delegated to the Bessstary of Commerce. 

Would you be more particular about how it operates when you se- 
lect or you designate a company to sell your commodities for export 
——— Do you concur with the Secretary of Commerce or the 

epartment of Commerce? 

Mr. Burz. It is my understanding, Mr. Jones, that any exporters 
must obtain a license from the Department of Commerce. Before they 
come to us they must have a license to export from the Department 
of Commerce. 

Mr. Jones. So you do not determine who in the trade you are going 
to sell to, is that correct? 

Mr. Butz. Oh, yes, we make that determination. We do not have 
to sell to everybody who gets an export license. 

Mr. Jones. In other words, after a license is issued, you then make 
selection among the licensees; is that correct ? 

Mr. Burz. That is my understanding. 

Mr. Naveuton. Perhaps I can clarify that a little bit. 

It is not necessary to have a specific export license to ship non- 
strategic commodities to nations which are not in the Soviet bloc, 
is it? 

Mr. Butz. That is right. 

Mr. Navueuton. Therefore, to ship a nonstrategic commodity to 
the Netherlands, for example, would not require an export license. 

Mr. Burz. That is right. But for shipments to the Iron Curtain 
countries you must have a license. 

Mr. Jones. As to these people who want to buy surplus commodities, 
fats and oils, for export purposes, do you ask concurrence by the Sec- 
retary of Commerce or the Department of Commerce? 

Mr. Parks. I would like to ask a question to get something clarified. 

Are you asking if export licenses are required on all exports? 

Mr. Jones. What I am trying to do is to bring into focus the rela- 
tionship of the various agencies involved in the sale of surplus com- 
modities to any foreign government or to any people in the trade in 
this country who will use it for export purposes. 

Mr. Parks. The reason I ask is that I got the impression that you 
might have understood that an export license is required for exports 
of, say, any fats and oils that we happen to sell to any country. They 
are required only for exports to the Iron Curtain countries and no 
license whatsoever is required to the friendly countries. 
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Mr. Jonzs. So the Department of Agriculture makes those sales 
independent of any consideration of what the Department of Com- 
merce might think about a transaction ? 

Mr. Burmeister. Only to friendly countries. 

Mr. Jones. That is what I am talking about. 

Mr. Burmeister. And when we sell to a country we sell to American 
exporters. 

Mr. Jones. It does not come within the terms and conditions of the 
Export Control Act of 1949? 

Mr. Burmeister. That is right. 

Mr. Jones. That is what I am trying to understand. 

So we are talking about those sales that are made under the Export 
Control Act and those that are made exclusive of that act, and dans 
is a difference between those two transactions? 

Mr. Burmeister. That is correct. 

Mr. Naueuton. Excuse me, Mr. Jones. I wonder if I may inter- 


rupt. 

t think that actually all exports are under the framework of the 
Export Control Act of 1949. However, fats and oils sent to friendly 
countries do not require export licenses. 

Mr. Jones. Therefore, when we talk about the Export Act of 1949, 
we are not talking about the transaction of fats and oils to individuals 
or to companies or corporations that would later be sold to friendly 
nations; is that correct ? 

Mr. Burmeister. That is my understanding. 

Mr. Naveuton. There is no requirement for licenses under the act; 
at least, not for specific licenses. 

Mr. Jones. To go back to the transactions that are made under the 
Export Control Act, will you go into a little more detail of the rela- 
tionship of the various Government agencies that participate in these 
transactions ? 

Mr. Burmetsrer. As I understand it, if a firm requests a license to 
ship something to Iron Curtain countries, the Department of Com- 
merce will request the Department of Agriculture first as to the supply 
situation. 

We do make certification as to the supply situation of those com- 
modities in the United States as to whether they are in ample supply 
or not. That is about as far as we go in the Department of Agricul- 
ture in indicating to the Department of Commerce as to whether the 
license should be granted for sale or export behind the Iron Curtain 
to any of the Iron Curtain countries. We do make those determina- 
tions all the time. These are nonstrategic commodities, you under- 
stand. These are just any commodities, agricultural commodities, 
and in CCC stock. 

Mr. Founrarn. In line with a question which Congressman Jones 
asked you, I would like to ask you this: Do you have any uniform 

olicy of coordinating with the Department of Commerce, with the 

epartment of Defense, or any other agency which might be inter- 
ested, with a view of determining whether or not our trade policy is 
being or might be violated by shipment, for example, to the Nether- 
lands, which might end up behind the Iron Curtain. 

Mr. Burmetster. I am sure the Department of Agriculture follows 
the policy that has been established. 

Can you speak on that, Mr. Parks? 
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Mr. Parks. I do not know as I can speak on that specific question. 
I did want to point out that Commodity Stabilization, in selling its 
commodities—and this is more or less in line with an earlier question— 
very clearly states in its monthly price announcement that the pur- 
chaser is responsible for obtaining any required export licenses, and 
then Commerce itself has the basic responsibility for determining 
whether or not that license will be issued. 

Their policy, of course, is affected by the various laws laid down 
by Congress, and they are interpretations of those; and on your 
straight dollar sales that would apply. 

Then, on your other 480 sales and such things, you have in the 
Agriculture contract itself provisions specifying where the commodi- 
ties can be shipped. 

Mr. Founra1n. What I mean is does the Commerce Department 
make inquiry of you people or do you submit information to the 
Commerce Department to enable the Commerce Department to deter- 
mine whether or not it ought to grant the license ? 

Mr. Parks. I would like to elaborate just a little on what was said 
a moment ago. 

If the Department of Commerce receives an application from any 
exporter to move goods behind the Iron Curtain or any prohibited 
territory, they forward it to Agriculture and request an appraisal of 
the situation on that commodity, as to whether or not it is in plentiful 
supply and whether or not Agriculture feels an export license should 
be granted. 

Agriculture reviews that from the standpoint of the way we see the 
supply situation, and then gives them an opinion on it. 

To my knowledge, that is all that is done. I think, if I might adda 
little more, it would seem to me that the 480 type of transaction, these 
government-to-government operations, Public Law 480 types of deals, 
it would seem that Agriculture initials approval of the contract and, 
entering into the contract, would of course indicate its position there. 

Mr. Jones. May I ask one question ? 

Will you give to the committee the various authorities that you 
have to dispose of properties of either the Commodity Credit Cor- 
poration or any other sale or transaction of agricultural products, so 
we can understand how these fit into the general picture ? 

Mr. Farrincron. You mean now, Congressman ? 

Mr. Jones. Yes, sir. 

Mr. Farrineron. Under the Charter Act of the Commodity Credit 
Corporation the Corporation, with the approval of the Secretary of 
Agriculture, can sell abroad for export at any price it deems sufficient. 

Mr. Jones. Does that come under the Export Control Act of 1949? 

Mr. Farrinoron. I think the general enlen of the Export Con- 
trol Act, but it will not have to be sold through the Department of 
Commerce. 

Mr. Jones. That is one type of transaction. 

Mr. Farrtneton. Then, under Public Law 480, 83d Congress, which 
is chapter 469, 2d session, and the title of the bill was S. 2475, it is 
known as the Agriculture Trade Development and Assistance Act of 
1954; their authority for sales for foreign currency is up to $700 mil- 
lion over 3 years, and has authority for gifts to friendly people up to 
$300 million over 3 years. 
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In addition to that, there is some additional authority, of course, in 
the Foreign Operations Administration, which I cannot cite now but 
which I can get for you. 

In the Public Law 480 sales there is provision in section 304, 
the general provisions, which sets down a policy in regard to dele 
to so-called Iron Curtain countries under the law. 

Mr. Jones. Is there any other type of transaction, any other pub- 
lic law, under which you dispose of surplus properties or commod- 
ities held by the Commodity Credit Corporation ? 

Mr. Farrtncron. Well, of course, I may say, too, that under Public 
Law 480 we can barter commodities in addition to selling them. Those 
are the two main laws. Of course, domestic sales can be made all the 
time by the Commodity Credit Corporation under charter powers. 

Mr. Jones. So you have three ways which you can dispose of prop- 
erties now held by the ( ‘ommodity C redit Corporation ? 

Mr. Farrtneron. Yes, sir, directly. And then there is provision 
for relief under other laws, to, but those apply to domestic disposal. 
I mean we have broad powers of sales and disposal domestically. 

Mr. Reuss. Dr. Butz, you spoke before of the certificate which the 
Department of Agriculture required private traders to execute before 
you would permit the sale of CCC commodities below their cost of 
acquisition. 

Do you have with you a copy of that certificate ? 

Mr. Farrineron. I can read it into the record. I have it here in 
a memorandum. I would be happy to read it into the record. 

Mr. Founrain. How long is it ? 

Mr. Farrineron. A paragraph. 

Mr. Founrarn. I think it would be appropriate for it to be read 
into the record, if there is no objection. 

Mr. Farrineton. This certificate is taken primarily in compliance 
with section 304 of Public Law 480. Itsays: 

The contractor warrants that he will not export any agricultural commodity 
delivered hereunder to any country or areas listed in subgroup A of group R of 
the comprehensive export schedule issued by the Bureau of Foreign Commerce, 
United States Department of Commerce, and the contractor agrees to insert or 
cause to be inserted in the sales contract with the foreign purchaser or importer 
of such commodity (i) a representation that the purchase or importation of such 
commodity is not being made for the purpose of resale, transshipment, or increas 
ing the availability of the same or like commodities to any such country or ares, 
and (ii) an agreement that such foreign purchaser or importer will not, as a 
result of such purchase, resell, ship, or increase the availability of same or like 
commodities to any such country or area. 

Mr. Jones. What percent of total sales are you making at the 
present time under Public Law 480. 

Mr. Burmeister. Mr. Congressman, we have just started negotia 
tions under Public Law 480. I believe we signed several agreements 
with foreign countries so far, and there are others in various stages 
of negotiation. 

We have actually set up a program to sell about $453 million worth 
of agricultural commodities under Public Law 480 to this time. The 
maximum limit is $700 million over a period of 3 years. It is not 
certain yet whether we will meet the $453 million that is programed 
so far. We are still in various stages of negotiations with a number 
of different countries, so it is very difficult to say. Shipments are just 
going forward under the first contract. 
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Mr. Jones. One more question. The disposition or sale of com- 
modities made heretofore, prior to the enactment of Public Law 480, 
under which category of authorities have you sold surplus com- 
modities ? 

Mr. Farrtneton. They would be under the general charter powers 
of the Commodity Credit Corporation and the policies laid down in 
the Agricultural Act of 1938 and 1949 as amended. 

Mr. Jones. Under your general charter authorities ? 

Mr. Burz. That is our principal source of sale. 

Mr. Naueuton. To limit this a little, I might say that the infor- 
mation the subcommittee has been able to obtain does not relate to 480 
transactions. We are interested in the commercial-type transactions 
at this time. 

So far as we have been able to find out, the Department of Com- 
merce has been denying all large export applications for shipment 
of fats and oils behind the Iron Curtain, so what we are interested 
in are those shipments which are made to friendly countries under a 
general license, and then may or may not be transshipped. We are 
interested now in transactions where exporters do not need a specific 
export license but ship under a general license and perhaps may be 
violating the law by transshipping. 

Mr. Reuss. Then, the certificate just read into the record is a cer- 
tificate that has to do not with Public Law 480, but with such other 
laws as govern transactions on private account; is that right? 

Mr. Farrineton. No, sir; this certificate was developed as a result 
of Public Law 480. 

Mr. Reuss. Yet the certificate was read into the record in response 
to a question of mine which related to transactions with private trad- 
ers, and I am just told that 480 has to do, not with private traders, but 
solely with government-to-government transactions. 

Mr. Farrineton. No, sir; it has to do with both. A certificate will 
be required even in the case of a private trader or a government-to- 
government sale. 

Note.—The Department of Agriculture later advised that no certificate was 
required in private transactions. 

Mr. Reuss. Who drew up the certificate which has just been read 
into the record? The Department of Agriculture? 

Mr. Farrineton. The Department of Agriculture. 

Mr. Reuss. Did you read the entire certificate, or did you, perhaps, 
leave out certain language at the end of the certificate which would 
impose penalties for false swearing, as is so often the case with Gov- 
ernment certificates ? 

Mr. Farrrneton. No, sir; I read the entire certificate. 

Mr. Reuss. Well, unless I missed something in your reading of it, 
I didn’t detect in there any sanction for a false swearing. Is there 
such present in the certificate ? 

Mr. Farrineton. No, sir; there is no special sanction in the certifi- 
cate. 

In a normal case that would be a part of the man’s contract, and I 
take it, action could be brought against him if he violated; but there is 
no special sanction in the certificate. I read the entire certificate. 

Mr. Reuss. In other words, no criminal action could be taken against 
a man who, as part of an international conspiracy, let us say, attempted 
to buy goods for transshipment and made a false certificate? 
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Mr. Farrineron. I would not want to say there could not be, Con- 
gressman. 

Mr. Jones. You have that general authority under existing law for 
any type of fraud. It would not make any difference what it was. 

If he uttered a fraudulent statement the general criminal statutes 
would take care of that situation, would it not ? 

Mr. Farrineton. I would not say he would be free to violate that 
certificate without penalty. 

Me. Reuss. But the certificate itself contains no specific reference 
to it ¢ 

Mr. Farrineton. That is correct. 

Mr. Naveuron. Mr. Farrington, is a similar certificate included in 
commercial sales as well as 480 sales ? 

Mr. Farrineton. I do not know whether there is or not. 

Mr. Navucuton. You do not know whether there is a certificate in 
the commercial sales ? 

Mr. Farrineton. No, sir. 

Mr. Naueuron. To your knowledge, has there been any action taken 
against a commercial trader for a violation of this policy? 

Mr. Farrineton. No, sir. 

Mr. Fountain. Do you get any kind of assurances in a commercial 
transaction ? 

Mr. Parks. Of the type that is mentioned here, and so far as fats and 
oils are concerned, at least, as I said earlier, if the purchaser wishes 
to export a commodity and the destination is an Iron Curtain country, 
he knows beforehand that he will have to obtain an export license. 

Our contract protects us against failure to export and includes all 
the terms and conditions of sale, but it does not cover this. He cannot 
reexport it. 

Mr. Ho.trretp. Let me pursue that question a little bit. 

If I understand the situation, if a quantity of commodities which 
are ordinarily denied to Iron Curtain countries is shipped to a free 
nation at, let us say, 6 cents a pound, just to make a figure, and that 
country can, in turn, ship that to the Lron Curtain country for 12 cents 
a pound, are we not in effect aiding a plan whereby the taxpayers are 
denied full recovery rights of the value of this commodity under the 
subterfuge of allowing the free country to have it when we in effect 
know that they cannot use it and that they are going to go ahead and 
ship it for this higher price ? 

Why should we not sell it in the first place, if we know it is going 
to happen anyway, and get the benefit of the increased value of the 
commodity ? 

Mr. Butz. In such a case, does that man sign a similar certificate ? 

Mr. Parks. He signs only the sales contract with us. 

If he purchases that commodity with the idea of its ever going behind 
the Iron Curtain, he is responsible to get an export license. 

I think we are actually discussing how to keep the man who takes 
it to Western Europe from moving it into Eastern Europe. Actually, 
he is not permitted to do it legally in the sale as made, because that is 
covered in the Department of Commerce regulations. But how you 
can actually definitely insure that he does not, I think, is another 
question. 

Mr. Ho.irretp. There must be some knowledge on your part. 
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If free country “A” has been accustomed to using “X” amount of 
commodities in its economy and suddenly it starts buying “5X” amount 
of commodities, more than it can use and has historically used, there 
certainly should be a strong suspicion on your part that it is buying 
it for transshipment. And it would seem to me that it would be your 
obligation, unless you do want to aid in a subterfuge, to have your 

eople in free country “A” find out if these commodities were unloaded 
in their ports or whether they just stayed in the ships and they were 
given a transshipment license from the free country port to the Iron 
Curtain country port. 

It would seem to me that ordinary precaution in protecting the 
policies of the United States and in protecting the ultimate recovery 
value would cause you to take some precautionary measures to prevent 
such a thing from occurring, unless you want it to be occurring. 

Mr. Burz. You may be assured, Mr. Congressman, that we do take 
precautions on that. 

As we mentioned a while ago, if we see a substantial increase in the 
export of a similar product from the recipient country to an Iron 
Curtain country, we check into it very carefully. We have our agri- 
cultural attachés stationed abroad, and if they detect this it will be 
reported back promptly. 

Mr. Knox. I have been trying to follow this quite closely, and in 
speaking of United States re companies that are licensed under 
the Federal law, and you spoke about the Department of Commerce 
making rules and regulations to regulate the export shipments, what 
penalties are involved in cases of violations? 

Mr. Parks. I cannot answer the question, sir. 

Mr. Fountain. Can any other member of the group answer that 
question ? 

Mr. Farrtneton. I do not know anything about it. 

Mr. Knox. It seems to me there would be something that would 
regulate it, revoking of the license or a heavy penalty. 

Mr. Burmeister. I think he would be blacklisted and never do any 
more business. 

Mr. Naveuron. Section 5 of the Export Control Act of 1949 pro- 
vides a $10,000 fine and imprisonment for not more than 1 year or 
both for violation of the Export Control Act. Whether you would 
actually have a violation of the broad Export Control Act here might 
be the question. If you could find a violation of the act itself, then 
you could prosecute under that provision. 

Mr. Fountain. Getting back to my line of questioning with you, 
Dr. Butz, is it true that United States exports of fats and oils in- 
creased tremendously from 1953 to 1954 and that a large part of this 
increase was in the sale of CCC commodities at reduced prices? 

Mr. Butz. That is right. 

Mr. Fountrarn. Are you in a position to give us those figures? 

Mr. Butz. I cannot give you the complete figures. 

Mr. Fountatn. Mr. Naughton has some figures. I will ask him to 
give us those figures, and you can listen to him to determine whether or 
not they are correct. 

Mr. Naueuron. These figures are taken from “Foreign crops and 
markets,” which is a publication of the Department of Agriculture 
dated December 6, 1954. The article is entitled “United States Ex- 
ports of Fats and Oils Set New Record.” 
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A phenomenal expansion in the exported quantities of soybeans, cottonseed 
oil, flaxseed, linseed oil, and fish oils pushed the total United States export 
volume of fats, oils, and oilseeds—in terms of oil equivalent—to a new high 
level in the 1953-54 marketing year. Moreover, inedible tallow and grease ex 
ports broke the previous record established in 1952-53. In large measure the new 
record export level of all fats and oils came about as a result of substantial sales 
for export from the stocks of cottonseed oil, linseed oil, flaxseed, and peanuts 
held by the Commodity Credit Corporation. These sales were made at com- 
petitive world prices. 

Cottonseed oil exports at nearly 400 million pounds were the largest in at least 
40 years. Soybean exports, totaling nearly 40 million bushels, broke the record 
of the previous year by one-fourth. Exports of linseed oil shattered all previous 
records, while shipments of flaxseed were the largest in 47 years. 


I have some specific figures for the crop marketing years beginning 
October 1, 1952-53 and 1953-54. Here are the exact statistics: United 
States exports of cottonseed oil increased from 50,672,000 pounds in 
1953 to 397,793,000 pounds in 1954; exports of flaxseed increased 
from 19,000 bushels in 1953 to 6,152,000 bushels in 1954; exports of 
linseed oil increased from 4,040,000 pounds in 1953 to 430,272,000 
pounds in 1954. . 

That is an increase of over 10,000 percent, incidentally. 

Mr. Jones. 10,000 percent on what? 

Mr. Naucuton. Linseed oil. 

Mr. Houirievp. That is between 1953 and 1954? 

Mr. Navucuron. Yes. 

Mr. Fountarn. So far as you know, Dr. Butz, are those figures 
correct ? 

Mr. Butz. Yes, I think they are substantially correct. 

I have the figures here for the last 6 months of the calendar year 
1954, which show that we sold for export 401 million pounds of re- 
fined cottonseed oil and 7 million pounds of crude cottonseed oil, 
and 72 million pounds of raw linseed oil. I think that is correct. 

In the last alesilar year we moved approximately a billion and a 
half pounds of cottonseed oil and linseed oil. Is that correct? 

Mr. Parks. It sounds right. 

Mr. Burz. That, of course, resulted from the very heavy accumula- 
tion of stocks that we had in those oils at CCC. 

I think it should be pointed out, however, that they are just part 
of the total fats and oils picture. Our exports of lard were not up 
substantially. If I recall exactly, they were down a bit in the year 
previous. 

Mr. Parks. Yes, sir. 

Mr. Butz. Some of this involves some shifting of component parts 
of the total fat export picture. 

Before the war we were a very heavy exporter of lard. That has 
gone down some. These things have been moved into the market 
at competitive world prices in an orderly fashion so as not to dis- 
rupt world prices unduly, and to get them off our hands here because 
they were a very serious price-depressing factor. 

I think it is fair to point out that cottonseed oil, and to a lesser 
extent linseed oil, have really been carrying the burden for the price- 
support program in the whole oil field here in this country. 

r. Jones. Linseed oil? 
Mr. Burz. No; cottonseed oil. 
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We moved our soybeans essentially into export and domestic use. 
We had a big accumulation of linseed oil which has in the last year 
been moved out at competitive bid prices. 

Mr. Fountain. Dr. Butz, in the light of the figures which Mr. 
Naughton gave us and in view of the fact that Russia and her satellites 
need fats and oils, and since you had this sudden phenomenal ex- 
pansion as it is referred to, in exports of fats and oils, did you or 
anyone else in the Department ever wonder where it was all going t 

Mr. Parks. That is essentially my job, to analyze the world fats 
and oils situation, and on every occasion we have made inquiries in 
Europe and we have never found any substantial movement to the 
[ron Curtain. 

Kut we can also explain this, basically, in two different ways. There 
was a great stockpiling of fats and oils during the Korean affair, 
and in the meantime the United States accumulated this cottonseed 
oil and linseed oil, and as long as we held it the European buyers 
were not too anxious to build up inventories again. So, in 1952 and 
1953, there was a great liquidation of inventories in foreign coun- 
tries, and we held it. Then, they could only pursue that policy so 
long, however, and at the same time we had a very bad olive crop 
in the Mediterranean area and a very short crop in Argentina, so we 
had two new markets develop that did not preexist. And we followed 
this movement of oil and we find that in general it is going into con- 
sumption and into increased stocks in the free part of the world. 

And we can also be fooled on the basis that people may not tell 
us the truth in an issue of this kind, but our contacts with the world 
traders in fats and oils are very good. We have direct access to the 
big bankers in Paris and Zurich and London. Our men are talking 
to these people all the time. 

This thought that so much linseed oil went into Russia we just 
cannot find any evidence of, because simultaneously while we were 
doing this Argentina sold 75,000 metric tons of linseed oil to Russia. 
That was a new development that had not existed before. We do not 
see that Russia could take that much, plus anything from us, except 
perhaps driblets. 

There is also the fact that we recognize that the Netherlands, for 
example, are traders and we sell and always have sold more to the 
Netherlands, statistically, than they show as imported. Rotterdam 
is a free port. It is a mistake that I do not know how to correct. 
Some things that we show as exported to Rotterdam never stay in 
the Netherlands, but it does not follow that it goes to the Iron Curtain 
because the Netherlands has always been the biggest trader for the 
large part of Europe and they have done much of the buying for 
Western Germany. We sell more lard to Europe through the Nether- 
lands than we do directly to the countries that receive it, in some years. 
That is because the Netherlands are able to put up the dollars some- 
how, and then charge a premium and sell it back. 

The only other country in that position is Switzerland, where our 
exports are always higher than their imports, again because their 
bankers and traders put up the dollars and the goods do not end up 
there. 

One of our marketing specialists is just back from Europe. He 
made a purposeful inquiry, again to see if he could find any evidence, 
and the one thing he wanted to tell me when he got back—and we 
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got together just this week—was that these rumors which are current 
in New York or among the export trade of our fats and oils moving 
behind the Iron Curtain just cannot be true, in his opinion. 

But there again I must say he has gotten his view from people who 
could have been deceiving him, but he checked and cross checked, and 
on his next trip over he is going to Denmark. But Denmark is not 
an importer of these things we are talking about; they import soy- 
beans. 

Mr. Founrarn. In view of this tremendous increase in linseed oil 
exports from 4 million pounds in 1953 to 430 million pounds in 1954, 
approximately, were your suspicions aroused that any of it might 
be reaching behind the Iron Curtain? 

Mr. Quintus. Oh, yes: We heard these stories. I also was in 

Surope in the summer of 1954 when some of these big sales took place. 

I went with a leading United States trader. United States traders 
are naturally very interested because it makes a difference in the for- 
eign market as to what is going into the Lron Curtain, and our export- 
ers like to predict that because then they can judge the strength of 
demand and the direction of prices. And there again we came away 
with the conclusion that there was just no evidence that we could find 
that there was any substantial direct movement of our fats and oils 
into the Iron Curtain. 

As Dr. Butz pointed out, if this oil is processed into margarine— 
and in Europe they even use some linseed oil for that purpose—it cer- 
tainly then loses its identity, and insofar as any margarine trade be- 
tween these countries, we cannot say whether it involved our oils or 
not. 

We do have, as quick as we can get them, the complete trade statis- 
tics of all Western European countries in fats and oils, every pound 
that they import and every pound that they export, by origin and by 
destination. We are right now somewhat Schind on that, and in 
April of this year, if all the attachés stay on schedule, we will have 
the complete trade of the Netherlands and all other countries in fats 
and oils. And certainly if they notice anything unusual we imme- 
diately follow that up. 

Mr. Fountain. You say you were unable to find anything indicat- 
ing a substantial amount being transshipped behind the Iron Curtain. 

ere you able to find out where it was being shipped ? 

Mr. Quintus. Yes. Most of it; for instance in the case of the 
Netherlands, mostly into Western Germany. 

Mr. Fountain. Do you have any figures on that ? 

Mr. Quintus. Yes. 

Mr. Fountain. Do you have them here today ? 

Mr. Quintus. No. 

Mr. Fountain. Could you supply us with those figures? 

Mr. Quintus. Yes. I will not have the 1954 figures complete until 
about April. We have a great many preliminary figures up through 
most of 1954 now. 

Mr. Fountain. Do you have figures on the particular quantity Mr. 
Naughton referred to over this period of time, from 1953 to 1954, when 
exports of linseed oil increased from approximately 4 million to 430 
million pounds. 

Mr. Quintus. I think so. 

Mr. Jones. May I ask a question at this point? 
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Mr. Founrarn. Yes, sir. 

Mr. Jones. The transactions involving the increases from 1952 and 
1953 and 1954, those sales were made under the authority vested in 
the charter of the Commodity Credit Corporation ; is that correct ? 

Mr. Burmeister. Yes, sir. 

Mr. Jones. Is there any charge of responsibility in that act that 
would require you to see that those transactions of goods and commodi- 
ties held by the Commodity Credit Corporation were not ultimately 
to find their way toa country behind the Iron Curtain ¢ 

Mr. Farrineton. No, sir. 

Mr. Jones. So, as far as these transactions are concerned, they are 
to be differentiated between the authority contained in Public’ Law 
180, or any other laws now on the statute books, requiring you to make 
certain inspection and examination of their ultimate destination ? 

Mr. Farrineton. That is correct, sir, 

Of course we always have to watch the policies of —— 

Mr. Jones. One more qnesien, Mr. Chairman. 

In the years 1952 and 1953 you sold from the Commodity Credit 
stocks 50 million pounds of cottonseed oil. In the years 1953-54 you 
sold 397 million pounds. What do you expect to sell in the year 1955? 

Mr. Burz. Well, we do not have that many to sell. 

Are our present stocks around 300 million pounds? 

Mr. Parks. Right at the moment they are about 200 million pounds. 

Mr. Butz. Obviously we cannot sell more than we have. 

We worked our stocks pretty well down. In the next year it will be 
a much more reasonable figure. 

Mr. Houtriep. So if you should subsequently find out that this 
large increase did go behind the Iron Curtain, you would be helpless 
to do anything about it ? 

Mr. Butz. We attempt to see that it does not. 

Mr. Hortrrevp. And it would contradict your policy that you have 
set up? 

Mr. Butz. Even though the CCC charter says nothing about it, it is 
the gg y of the Government. 

Mr. Navueuron. Those precautions would have been taken under 
the Export Control Act? 

Mr. Burz. Yes; because that is the policy of the Government, and 
we try to follow that policy. 

Mr. Fountaty. I would like for Mr. Naughton to read some quo- 
tations from two rather distinguished sources, from a highly regarded 
trade newspaper, the New York Journal of Commerce. and from Mr. 
Charles Shuman, the president of the American Farm Bureau 
Federation. 

Mr. Naventon. This first quotation is from an article published on 
February 3, 1955, in the New York Journal of Commerce, and the 
headline reads: 


Rep Btioc Is BENEFICIARY? UNITED STATES COTTONSEED OIL SuRPLUS 
FALLING Fast 


(By Al Conlan) 


Rapid progress is being made in reducing the once huge stocks of cottonseed 
oil held by the Commodity Credit Corportaion—at an enormous cost to the 
American taxpayer—and reports in the trade strongly indicate that the Soviet 
Union is a major, although indirect beneficiary of the disposal program. 
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Principal outlets for cotton oil over the past several months have been the 
Netherlands, Germany, Canada, and Argentina, with lesser amounts going to 
Belgium, Switzerland, the United Kingdom, Hong Kong, and other areas. 

Regulations require that purchases go to friendly countries. However, quanti- 
ties unofficially reported going to some European countries are far in excess of 
what normally would be taken or consumed. Some reports suggest that these 
are for stockpiling or for speculation. However, the more readily accepted 
belief is that proportionate quantities of cotton oil or other competing fats and 
oils are being released by some importers to the Soviet Union or its satellites. The 
Soviet Union has been a large buyer of fats and oils, wherever available, during 
the past year and there has been no attempt to conceal willingness to buy 
further very large quantities—at a price. 

That is the relevant portion of that newspaper article. 

Mr. Shuman’s remarks were made at a press conference in Washing- 
ton that occurred, I believe, on February 15. This is an article from 
the Christian Science Monitor, written by Josephine Ripley, and she 
begins: 

Although the sale of American farm surpluses to the Soviet Union is pro- 
hibited under present administration policy, these commodities are arriving there 
just the same through other countries, according to Charles B. Shuman, presi- 
dent of the American Farm Bureau Federation. 

The new farm bureau president, making his first statements to the press in 
Washington since his election, claimed that “much of the fats and oils” now 
being sold abroad are “finding their way to Russia.” He produced no evidence in 
proof of this statement, but said flatly that he was “sure” that cottonseed oil 
sold abroad was being reshipped or reconsigned to the Soviet Union. 

That is the relevant portion of Mr. Shuman’s remarks. 

Mr. Fountarn. Doany of you have any comment to make? 

Do you think they are accurate or do you think they are mistaken ? 

Mr. Burz. Those are simply statements of opinion, I think, and 
these rumors have been going around. 

One of Mr. Quintus’ men has been there to check that very thing. 
He was there last summer, and he expects to send somebody back again. 
We cannot find any specific evidence that it is true. 

Mr. Quintus. It is because of such statements that we have been 
sending these men in to look at it. 

Mr. Fountarn. Let us take a closer look at the tremendous sale of 
linseed oil by the CCC during 1954. I think you will find that the 
CCC sold about 438 million pounds of linseed oil during the first 10 
months of 1954 for a total of about $29 million. According to my 
figures, this averages less than 7 cents a pound, or appr oximately one- 
fourth what the oil cost the Government. 

Actual exports of linseed oil by the United States during the same 
period were 414 million pounds, of which 391 million pounds went to 
the Netherlands. 

Are those figures correct ? 

Mr. Burmeister. So far as I know, yes. 

Mr. Fountain. That is quite a lot of linseed oil to be shipped to a 
little country of less than 10 million people. 

As a matter of fact, according to my computations, it amounts to 
enough to give each man, woman, and child 40 pounds of linseed oil, 
or enough to last 8 years if they consumed it at the same rate as we do 
in the United States. 

Mr. Burmetster. A large portion of that went into Western 
Germany. 

Mr. Fountarn. That is what I was going to ask you. 
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I understand, from answers you have already given to other ques- 
tions, that these tremendous amounts of linseed oil are going into 
Western Germany. 

Mr. Burmeister. There are two reasons for that. One is the tre- 
mendous building going on there in Western Germany, and the other 
thing is we held off our pricing policy change in 1954. We were 
pricing the linseed over and above any world prices, but we changed 
our pricing policy in 1954 and cut down to world price levels, more 
competitive levels. Immediately it was taken up. 

Mr. Fountrarn. What did the linseed oil which I referred to cost 
the Government ? 

Mr. Parks. Most of it cost about 27 cents a pound. 

Mr. Founrtatrn. In other words, the quantity which was sold in the 
first 10 months of 1954 for about $29 million cost the Government 
about how much ? 

Mr. Parks. Well, you used the figure of 400 million. 

Mr. Fountatrn. 438 million. 

Mr. Parks. That would be something over $100 million. 

May I say one more thing on this point ? 

Mr. Fountain. You may. 

Mr. Parks. Most all of these very large holdings of linseed oil 
that the Government had were made up of oil that was taken in prin- 
cipally from the 1948 crop of flaxseed. Immediately following World 
War II this country found itself very short of linseed oil and flaxseed. 
We ordinarily had imported practically all of our requirements from 
Argentina and because we could not get these commodities satis- 
factorily from Argentina following the war this Government set up 
a price support program on flax at $6 a bushel for 1947 and 1948, and 
we got a record crop of flaxseed in 1948, over 50 million bushels. 

That is the reason this oil was priced at such a high price, 27 cents 
a pound plus, because we did a very good price-support level back 
in 1948 to get the flax that was needed. 

Since that time the flax production in this country has exceeded its 
requirements, I believe without exception, every year, except for a 
little slip-up following the Korean war. And those stocks, approxi- 
mately 500 million pounds have been held in CCC stocks since 1949, 
and I just wanted to explain how we came to have them, when we 
got them, and why they were priced at 27 cents. Linseed now is 
about 12 cents. 

Mr. Fountain. Let me ask you this question in that connection: 
Regardless of where this linseed oil which I just referred to, this 438 
million pounds, may have ended up, was it necessary to sell it as low 
as 7 cents a pound? 

Mr. Burmeister. That was about the world market price. 

Mr. Fountain. At that time? 

Mr. Burmetster. Yes. 

Mr. Houtrrevp. We have quite a foreign aid program to Germany. 
Why was it not possible to export this direct to Germany and get credit 
on our appropriations for aid to Germany of this amount of oil rather 
than transshipping it to another country to let them make a profit on 
it and ship it into West Germany ? 

Mr. Burmeister. By 1954 I think we had gotten out of most eco- 
nomic aid to Germany. We were not providing any economic aid to 
Germany in 1954. 


Ee 
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Our policy is to sell direct to exporters in this country rather than 
toa foreign government. Holland has been doing most of the business 
for Germany and is still doing it in certain commodities. 

Mr. Quintus. We can add there that the European Payments Union 
in general is very much indebted to Germany and the only way that 
Germany can get her trade balances settled is to buy these items 
through other European countries that are indebted to her. So instead 
of Germany spending her dollars, she lets the Dutch spend Dutch dol- 
lars and reduce the indebtedness to Germany. For instance, we have 
sold lard to Germany through France and Yugoslavia. 

Mr. Ho.trrevp. Because they in turn can take the products of Ger- 
many where we can’t take them ? 

Mr. Quintus. Yes. 

In order to settle balances in Europe. 

Mr. Fountatrn. I would like to read a statement from Foreign Crops 
and Markets for May 31, 1954. This magazine I understand is an 
official publication of the Department, and this statement is attributed 
to the Agoura Embassy in the Netherlands. 


On May 9, 1954, the government announced— 
that is the Netherlands Government— 


the liberalization of import and trade in fats, oils, and oil-bearing materials, ex- 
cept flaxseed and linseed oil. Private importers may now place purchase orders 
with sellers in foreign markets. According to a government report— 


that is the Netherlands Government— 


traders generally may purchase flaxseed or linseed oil for transshipment, but not 
for the domestic market. 

That would indicate that none of this linseed oil could have been 
used in the Netherlands. Is that right? 

Mr. Burmetster. At that time, certainly. 

There have been, I think, some further changes in their trade liberal- 
ization. 

Mr. Quintus. At that time they had a domestic subsidy arrange- 
ment that would have been upset by the direct importation. I do not 
think it follows that they would not grant any licenses for flaxseed to 
be used, but they did not open it up as they did on all other oil seeds. 

Mr. Founrain. Is it not true that the latest report made to Con- 
gress under the Battle Act indicates that there are no restrictions or 
controls whatever on transshipments from the Netherlands, except for 
a customs check to make certain that the goods leave in the same form 
in which they entered the Netherlands? 

Mr. Quintus. That is undoubtedly true. It is true of any country. 
If you want to avoid the import duty you have to get the goods out in 
the same form they came in. 

Mr. Fountain. Then, Dr. Butz and your colleagues, I would like 
to ask you if, other than what you have already said, you can give us 
any assurances that linseed oil and perhaps other commodities were 
not shipped behind the Iron Curtain in violation of the policy of our 
Government? 

Mr. Butz. I think we have no assurance, other than what we have 
said. We cannot put our finger on a case where it has actually hap- 
pened. We have followed conscientiously the policy of the Govern- 
ment in exports. We have had our experts from the Foreign Agri- 
cultural Service abroad personally checking on this. The only evi- 
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dence we have are the rumors floating around, and we cannot sub- 
stantiate the rumors. 

Mr. Fountarn. They are the only questions I had of Dr. Butz on 
this particular subject. 

Are there any members of the subcommittee who would like to ask 
any additional questions of him or does counsel have any additional 
questions ? 

Mr. Naucuton. I want to establish a little more particularly, for 
the record, what precautions you do take or what surveillance you do 
make of these shipments. You have sold in excess of 400 million 
pounds of linseed oil during the first 10 months of 1954. Have you 
made any check with regard to shiploads of that to determine where 
it actually was used? I mean can you establish with regard to any 
considerable quantity that you know this shipment went to such and 
such a place and was used for such and such a purpose in such and 
such a country ? 

Mr. Burz. It is not my impression that we have followed specific 
shipments that way. We rely mostly on figures about the export and 
import trade of specific countries. 

Mr. Naveuton. As I understand it, the only actual check that you 
make in respect to specific shipments is that you require a bond to be 
posted to guarantee the commodity is actually exported from this 
country, and when the shipment clears customs on its way out the 
bond is then released, and thereafter you have no direct control of 
the shipment whatsoever ; is that correct ? 

Mr. Burz. That is correct. 

Mr. Reuss. Dr. Butz, referring to this four-hundred-odd-million 
quantity of linseed oil that reached the Netherlands on its way some- 
where else in the first 10 months of 1954, your testimony, I think, has 
been that the great bulk of that went to Western Germany ? 

Mr. Burz. Yes. 

Mr. Reuss. How have you determined that as to where the trans- 
shipment point is? From your actual certificate file ? 

Mr. Quintus. Arrival in Western Germany. 

Mr. Reuss. I am informed that statistics show that about 400 mil- 
lion actually arrived in Western Germany. 

Mr. Quintus. I would not say I remember the 400 million. I would 
have to indicate surprise if the statistics show that much went to the 
Netherlands. 

Mr. Reuss. Went to Western Germany ? 

Mr. Quintus. Or either one. It may be true. I don’t know. 

Mr. Reuss. How do we go about checking how much of that four- 
hundred-odd million actually stays in Western Germany as opposed 
to trickling out over the borders of Western Germany into Eastern 
Germany and other satellite areas? Specifically, do we rely on import- 
export figures of the West German Government? If we do, are we 
justified in so relying on them in view of what we know of the leak- 
age across the border in recent years ¢ 

Mr. Burmeister. That is about as far as we can go, of course, is 
their official trade figures. What we try to do is get an accounting 
of what happens to the fats-and-oils situation in the world. I mean 
the supplies and where it disappears to, and we take it country by 
country. It is to our interest to know what is happening to the fats- 








+. + armen ae me 


TRANSSHIPMENT OF SURPLUS AGRICULTURAL COMMODITIES 21 


and-oils situation in Germany because it is a good market for fats and 
oils. 

Mr. Reuss. Has Germany exported any linseed oil to Eastern Ku- 
rope or Eastern Germany during the period under discussion, namely, 
1953 and 1954, according to official German figures at least / 

Mr. BurMEISTER. Do you recall ¢ 

Mr. Quintus. I do not recall. We can find out. 

Mr. Burmeister. We can try to find out for you. 

Mr. Reuss. We would like to know not only what the Government 
reported as their actual figure, but I think we would like some judg- 
ment as to the reliability ‘of those reports, based upon what you can 
find out from Commerce, CLA, or any other source. 

Mr. Burmeister. It is a little early. Our roundup is coming. You 
just cannot get all the figures together even for our own Government 
here. The Department of Commerce is 6 weeks behind. That is, our 
December figures are just in for the United States Treasury, where 
our trade has gone, where our exports have gone to. 

We do not make one of these calculations on a monthly basis, we 
make it on an annual basis, and we will have that information fairly 
soon for Western Germany. 

(The Department of Agriculture later supplied the following state- 
ment :) 

The preface to the German Trade Statistics states that “The commodity trade 
of the Federal Republic of Germany and West Berlin with the Soviet Zone of 
Germany and East Berlin is considered as interzonal trade and is not contained 
in the Foreign Trade Statistics.” All trade with other countries, including Iron 
Curtain countries, is recorded in the Foreign Trade Statistics. Western Ger- 
many maintains a separate record of the so-called interzonal trade. This is pub- 
lished monthly in broad categories by the Federal Government in a publication 
named Wirtschaft und Statistik. This record does not reveal single items such 
as linseed oil. However, it is believed that a detailed breakdown might be avail- 
able from the authorities in Bonn. 

German trade statistics and interzonal trade statistics are believed to be 
completely reliable. Any misrepresentation of the fact is considered out of the 
question by authorities here. The only problem is to determine whether indi- 
vidual items could be identified in the interzonal trade. 

Mr. Founrain. How soon can you supply us with the statistical 
figures indicating where these substantial quantities of linseed oil 
have gone which were shipped to the Netherlands? 

Mr. Quintus. Well, I think in April we can carry the figures 
through December. Now we might through October of 1954. 

Mr. Founrain. How soon can you get us those figures as far up to 
date as you can bring them ? 

Mr. Quintus. We have some figures that we can give you today or 
tomorrow, but our preliminary figures do not always break down the 
full country detail. It might be just total ex orts, and that would 

. 5 
not do you too much good. I would have to examine that. It might 
be necessary to go through the Embassy to get it—2 weeks. 

Mr. Fountain. In 1954 the figures which I gave were 391 million 
pounds going to the Netherlands of a total of 414 million pounds of 
actual exports. I think we would like very much to know what your 
figures indicate as to where that went. 

Mr. Quintus. We can show you that. 


78742—56——4 
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DEPARTMENT OF AGRICULTURE, 
ForEIGN AGRICULTURAL SERVICE, 
Washington, D. C., March 4, 1955. 
Mr. JAMES R. NAUGHTON, 
Counsel for the Intergovernmental Relations Subcommittee, 
House Office Building. 


Dear Mr. NaucHTon: In accordance with our understanding with the subcom- 
mittee on Wednesday, February 23, we have reviewed the United States exports 
of linseed oil to the Netherlands and have examined such further information 
as is currently available to us as to the final destinations of this oil. The United 
States exports by countries during the past 5 years are shown in the attached 
table. Our discussions related primarily to 1954 when linseed-oil exports totaled 
220,775 short tons. According to official records of the Bureau of the Census, 
Department of Commerce, 208,247 tons or 94 percent was consigned to the Nether- 
lands. At the same time, it is generally known that the Netherlands did not 
actually import any substantial quantity of linseed oil for consumption. In fact 
during the first 10 months of 1954 (latest available) the Netherlands show only 
11,785 tons of linseed oil imported from the United States. The explanation of 
this difference lies primarily in the fact that the Netherlands is a large trading 
nation and that Rotterdam is a free port. Cargoes consigned to Rotterdam 
appear in our statistics as an export to the Netherlands even though (1) the 
ships may be reconsigned at a later date, (2) the oil may be reloaded into smaller 
steamers or barges for distribution throughout Europe, or (3) placed in duty- 
free storage for future sales. Accordingly, we have analyzed the information 
immediately available to us in an effort to determine the final destination of this 
oil. For several reasons we cannot now make a complete analysis. We do not 
know, for example, how much oil is held in the free port of Rotterdam where it is 
not reported in the Netherland import statistics nor do we know the possible 
imports via the Netherlands for several minor European countries. There is 
also the question of time lags between export and import data which preclude 
direct comparisons. 

During the first 9 months of 1954, the United States shows exports of 159,140 
tons of linseed oil to the Netherlands. This is about 147,000 tons greater than 
the quantity indicated as imported into the Netherlands from the United States 
and, therefore, represents the quantity which was apparently reexported to 
other destinations or held in port. During the first 10-11 months of 1954, we 
find that sixty-odd-thousand tons went to the United Kingdom via the Nether- 
lands and another 22,000 tons went to the Federal Republic of Germany via the 
Netherlands. Other countries in Western Europe imported some 50,000 tons 
of linseed oil during the first 5-9 months of 1954. We do not know how much 
of this quantity came from Argentina but assuming half was of United States 
origin, we can add another 25,000 tons to the distribution in Western Europe via 
the Netherlands. Thus, in a rough way we can account for about 107,000 tons 
out of 147,000 tons leaving a balance of 40,000 tons to be accounted for. Part of 
this may have gone to the Federal Republic of Germany over Brazilian currency 
clearing, since we note that the Federal Republic reports the importation of 26,000 
tons of linseed oil from Brazil during this period and Brazil had no linseed oil to 
export. However, it may be more logical to assume that this oil originated in 
Argentina. We are inclined to believe that substantial quantities of linseed 
oil shipped to the Netherlands are temporarily held in the free port of Rotterdam 
against further orders. Therefore, at any specific moment, a considerable volume 
of exported linseed oil may not appear in any trade statistics of other countries. 

This rough analysis also allows for the possibility that some portion of the 
unaccounted for quantities may have been transhipped indirectly to Iron Curtain 
destinations. We should like to repeat again, however, that our investigations 
in Europe with the firms handling United States linseed oil and with other inter- 
national traders in fats and oils do not disclose any substantial reexports of lin- 
seed oil, or such, to the Soviet bloc. We have no doubt that small shipments 
may have taken place through third parties. You may be assured in any case 
that we will continue to investigate this matter as we have in the past because it 
poses an important question in our continuing efforts to analyze the world 
market for fats and oils. 

Regarding the sales of linseed oil by Argentina to the Soviet Union, we regret 
to say that we have not found any indication of selling prices. A 1953 Argentina- 
Russian bilateral trade agreement provided for 75,000 metric tons (about 83,000 
short tons) of linseed oil from Argentina with no mention of value. On March 24, 
1954, the American Embassy at Buenos Aires reported that the final sale had been 
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made to complete the 75,000-ton commitment. Again no mention was made of 
price. Early in 1954, rumors indicated that another sale of 200,000 metric tons 
had been made to the Soviet Union by Argentina. The Embassy at Buenos Aires 
investigated this rumor and reported that the quantity involved probably was 
20,000 tons rather than 200,000 tons. 

We believe this letter covers the additional information which the committee 
expected promptly from the Foreign Agricultural Service. It is to be recalled, 
however, that we indicated it would be April or perhaps later before complete 
1954 trade data would be available from European countries. It is our plan to 
undertake a more detailed analysis of the Netherlands trade in linseed oil as this 
information becomes available. Also, we will continue to be on the lookout for 
any price information applicable to exports of linseed oil from Argentina to the 
Soviet Union. 

Sincerely yours, 
GuSsTAVE BURMEISTER, 
Assistant Administrator, Market Development. 


United States: Linseed oil exports by country of destination, 1950-54 


























[Short tons] 
Country of destination 1950 | 1951 | 1952 | 1953 ! | 1954 ! 
ee ee ee EEE 
North and Central America: 
Sn hae athe Co alt eels Seb ace damn aieaiens 292 518 1,191 47 45 
dasha has ages thd cl einn Aantal cd ch aden so ciseiah pcos Sahlbea 684 9905 988 799 831 
a 4 15 10 7 8 
MN a vats o toe Sachem choice eae armada nee 78 114 43 34 334 
MORONS RUNES a clk inetd vata ssn ania ioe 31 13 | 2 2 6 
re kc ee 96 128 | 80 41 25 
aaa a 
a ee eee ae et 1, 296 | 1,778 | 2, 311 925 1, 249 
South America: ay eae, ey 
on isescacactictnaiiins 569 94 97 76 75 
NINN od eieisas de sth Sachin echainsbedss ce cai Aa 112 54 81 190 | 341 
ie a a ek eee 7 72 | 78 63 32 
Pi se ai lh aed nieces ia saictaacaiedsl lan 757 320 256 329 448 
Europe: ; 
INN no cn nntinninmannals 1, 416 GE bocce bicacnsnnndinneo sian 
ain cc. acandde SS PE a a MH nnn cnissalnctsdnd douledsautnadinadalneed 
RII ns , coli td eva ieadeaiien aes 7, 042 ane, pita i awe ore 
a ne a ae i nee 10 5 13 S Wctat ne 
CO eee phibbtostuse chews 37 11 6,590 | 34,437 208, 247 
ELE LEE LTS ERA OO 38 537 26 2 | 410 
Ics dtcrctiecdcihin ae inin snwraind ep weiecine damamesactndera 380 154 23 9, 701 9, 803 
Plea ete eee reg sidiegiaiba dla aataes ronmeatnagecontadiata 9, 268 4,792 6,652 | 44,141 218, 460 
a a a ened cece Beatin adkalibiow a 712 881 177 273 
ee ON I loinc tig en ese ennnenune een 16 169 24 | Fe ren cate i 
BOM sc io ataka-c ed Hed Soaked ihe baal 28 | 548 61 | 6 12 
CE NE shi ech oes 12, 077 8, 488 9,481 | 45,685 | 2 220,775 
| 
1 Preliminary. 


2 Includes 60 tons, the final destination of which has not yet been designated. 


Compiled from records of the Bureau of the Census. 
United States Department of Agriculture, Foreign Agricultural Service, fats and oils division. 


Mr. Fountarn. Dr. Burz had another appointment and we have 
held him somewhat overtime. Unless some other member of the 
Committee wants to ask him some questions, he is at liberty to go. 

Mr. Bourz. I appreciate it. I have to appear before the Appropria- 
tions Subcommittee. 

Mr. Jones. May I ask one question ? 

Mr. Fountarn. Yes. 

Mr. Jones. Mr. Parks, I believe you stated earlier that we have a 
reserve of approximately 200 million pounds of cottonseed oil. What 
do you consider a comfortable reserve of cottonseed oil ? 
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Mr. Parks. I do not have any particular figures on it, and I do 
not know that I would particularly want to estimate that figure. 

In the past several years since we have had a cottonseed-support 
program, the Government has largely carried the stocks of cottonseed 
oil and to some extent has affected the stocks of other cenpee 

Mr. Jones. I understand that. Iam trying to get the figures. W hat 
have you normally carried since the price-support progr am? 

Mr. Parks. What have we nor mally carried ? 

Mr. Jones. Yes, sir. 

Mr. Pane. Well, our stocks have reached as high as over a billion 
pounds of Commodity Credit Corporation stocks. 

Mr. Jones. Would you say that this 200 million figure is about the 
lowest total volume you have had at a single time? 

Mr. Parks. That is the lowest volume we have had since we reached 
that amount from the 1951 crop. 

Mr. Jones. Do you expect to keep a reserve of cottonseed oil 

Mr. Parks. No, sir; we do not at the moment have any intention 
of holding back a reserve as such. 

Mr. Jones. And the 200 million pounds you have at the present 
time is available for sale ? 

Mr. Parks. Well, I will put it this way: It is available for sale as 
we offer it. It is our sales policy on cottonseed oil to offer specific 
quantities from time to time on a competitive bid basis. Our last 
offering I believe was an offering for 13,800 long tons. 

Mr. Jones. At what price? 

Mr. Parks. It is on a competitive bid basis, and when the bids are 
received we reserve the right to reject all of them or any part of them. 
In other words, we accept the ones that are satisfactory to us and 
reject the rest. 

Mr. Jones. Have you got any bids pending at the present time / 

Mr. Parks. No, sir. 

Mr. Jones. What is the world price of cottonseed oil at the moment ? 

Mr. Parks. Cottonseed I believe is around 1214 cents in Europe. 

Mr. Jones. What is it selling for in this country ? 

Mr. Parks. In this country—that is refined cottonseed oil—in this 
country crude oe oil is selling about 1214 cents, 1214 cents 
in west Texas. I do not mean to confuse you there, but most of our 
oil we have sold has been refined cottonseed oil. 

Mr. Jones. The oil that you have now is crude? 

Mr. Parks. You are asking the domestic price. I quoted it as crude. 
Also, I might add we offer our crude oil as it is tendered to us under 
the cottonseed program. We also offer it for export sale on a com- 
petitive bid basis. And there again we either accept or reject the bids, 
depending on whether or not they are satisfactory to us. This year 
we have had tendered, at the last report, approximately 80 million 
pounds of crude oil, and until recently that has not been sold, but in 
recent weeks we have sent some for refining. 

Mr. Founrary. Mr. Parks, I have a few questions I would like to 
direct to you, primarily to get information for the record. Will you 
give us a short sketch of your background and your duties with the 
Department ? 

Mr. Parks. At the moment you mean? 

Mr. Fountarn. Yes. 
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Mr. Parks. I am now Acting Director of the Oils and Peanuts 
Division of the Commodity Stabilization Service. I have been more 
or less in that capacity for a little more than a year now. We are 
primarily responsible for the handling of CCC stocks of fats and oils 
that are acquired in price support operations, peanuts, tung nuts, and 
oils, and related activities of that type. 

Mr. Fountary. With particular reference to the 414 million pounds 
of linseed oil which went out in actual exports during the first 10 
months of 1954, approximately how many companies participated in 
buying this huge quantity, and can you give us the names of the com- 
panies ¢ 

Mr. Parks. Well, Mr. Chairman, I am not prepared. We have all 
that information. 

Mr. Fountarn. Can you get that information to us? 

Mr. Parks. I can furnish it for the record, the complete details of 
those sales. 

Mr. Fountain. If you will do that as soon as possible we would 
appreciate it. 

Mr. Parks. Fine. We will doit. I might say that a large propor- 
tion of that has gone to one company. 

Mr. Fountain. We would lke to have a list of all the companies 
which have purchased linseed oil for export, together with the amount 
purchased and the price paid. 

Mr. Parks. Yes, sir. 

(The information referred to follows :) 
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Mr. Naveuton. Mr. Parks, the one company you referred to, is that 
the Inter-Oceanic Commodities Corp. ? 

Mr. Parks. Yes, sir. 

Mr. Naventon. What percentage of that 414 million pounds of that 
linseed oi] do you suppose they have bought ? 

Mr. Parks. Well, sir, it would be a guess if I gave it to you at the 
moment. 

Mr. Navenron. It would have to be over 50 percent, would it not ? 

Mr. Parks. Oh, yes, well over 50 percent. because the last large sale 
was over 200 million to Inter-Oceanie Commodities C orp. 

Mr. Naveuton. What can you tell us about that company? I have 
not been able to get much information on them. Are they a subsidiary 
of some other concern 4 

Mr. Parks. They are headquartered in Paris. I do not know of 
them being a subsidiary of any other concern, although I understand 
that they are associated with other concerns or perhaps we should say 
have subsidiaries. 

Mr. Naucuron. They would not be associated with the Bunge 
Corp. ? 

Mr. Parks. Certainly not to my knowledge. 

Mr. Naveuron. How about Cargill? 

Mr. Parks. Not to my knowledge. 

Mr. Naueuron. Archer, Daniels, Midland perhaps? 

Mr. Parks. I can answer collectively. I do not know of, nor have I 
ever heard of them being associated with any United States company. 

Mr. Naventron. They are a foreign-owned corporation ? 

Mr. Parks. Yes, sir. 

Mr. Naveuton. Did you handle the negotiations leading to, for 
example, this 210 million pounds at 6 cents a pound ? 

Mr. Parks. No, sir, I did not handle the direct negotiations. 

Mr. Naveuton. What individuals decided we should sell at that 
price ¢ 

Mr. Parks. Well, I do not know, sir, that any one individual nego- 
tiated that sale. 

Mr. Naventon. Would you not normally make those decisions? 

Mr. Parxs. Normally we handle the selling. 

Mr. Nauenuron. Can you tell us who participated in making that 
decision ? 

Mr. Parks. Well, I would like to back up and give you a little 
background and I believe it will clear the air on it. 

For some time prior to 1954, and into 1954, it was the policy of 
the CCC, particularly on cottonseed oil and linseed oil, we had the 
commodity available for sale, to put it up, shall we say, for export on 
what we called a bid basis. It was publicized in our monthly sales 
announcement. This oil was available for domestic or export sale 
on a bid basis and anyone and everyone was free to come to us and 
make us a bid for the oil in any quantity they chose. That was the 
situation in 1953. I forget the time, but sometime in the latter part 
of 1953, when the first large sale of linseed oil was made. And that 
was the situation when the somewhat over 200 million pounds was 
put on sale in late May I believe. And at that time these bids might 
oftentimes come to us direct or they might come to the people across 
the street in the Administrator’s office, and wherever they came we 








ee LC RELA 





TRANSSHIPMENT OF SURPLUS AGRICULTURAL COMMODITIES 29 


ordinarily made it a practice—I say in the Administrator’s. That 
is collectively. That goes to the Deputy Administrators of various 
phases of activities—we made it a point to get together and discuss 
the situation. 

So in dealings of this type it is never anv one individual who makes 
the transaction. 

In our competitive bid basis, there again that is the basis which 
we now follow. We have all the bids scheduled to come to us at specific 
times. It is a little simpler and we might have several bids to com- 
pare at the same time. And there again, if we have our policy pretty 
well established, we might make the decision right in our own divi ision. 
Even so, there will be : 3 or 4 of us probably disc ussing them. If 
looks like it may be a deviation from what we have been doing, ieee 
again we will probably take it across the street and discuss it. 

Mr. Naueuton. [assume you talked this particular transaction over 
pretty carefully because it did involve a large amount, somewhat over 
$12 million. 

Mr. Parks. Yes, sir, it was talked over carefully. 

Mr. Nauernron. Was that 6 cents a competitive bid? Did some 
other person perhaps bid 5 cents or was it what you would call 
negotiated sale / 

Mr. Parks. Well, I presume you would have tu class that as a ne- 
gotiated sale as opposed to our competitive bid offering where the 
bids come only at a stated time. 

Mr. Navueuton. I imagine a sale of that size, which involves al- 
most one-third our annual production of linseed oil, would get top- 
level attention, would it not ? 

Mr. Parks. Well, it was discussed. 

Mr. Naventon. Do you recall what individual with the Inter- 
Oceanic Commodities Corp. approached the Department and talked 
to you in regard to this sale? 

Mr. Parks. Yes. Mr. Andrews Cairns has been the United States 
representative for Inter-Oceanic Commodities Corp. He is located 
in New York. 

Mr. Naueuron. Was this company’s financial background and its 
standing investigated pretty thoroughly before you went into that 
large a transaction with it? What steps did the Department take to 
assure that they could handle that large a deal ? 

Mr. Parks. Well, this particular sale was not the first to that con- 
cern. AsI said, the first fairly large sale, as I recall, was in the latter 
part of 1953, and I do not know that specific checks were made. 

Actually, we were pretty well protected ourselves. We think we 
are well protected on sales of this type in that we have to have an 
irrevocable letter of credit in favor of the Commodity Credit Cor- 
oration within 10 days of the transaction. Also, the contract requires 

onding. It has penalty provisions to insure export, or I should say 
penalty provisions should the commodity not be exported. 

Mr. Navauron. Of course, in dealing with this large a shipment, if 
Inter-Oceanic does not tranship linseed oi] behind the Iron Curtain, 
then there isn’t going to be anything shipped oe the Iron Curtain 
to amount to anything. If they do, you have a real problem. 

Did you go into their background with cee to that and did you 
feel that you could trust this company to abide by the regulations? 
Did you make any investigation ? 
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Mr. Parks. As I say, we did not make any special investigations, 
Whether that type of investigation was made earlier I do not know, 
but I do not think so. 

Mr. Naveuron. Did you know just who you were dealing with 
there? 

Mr. Parks. Not in the sense you are asking the questions. 

Mr. Navenrton. I am a little disturbed ious it because the only 
information I have been able to develop about this corporation is that 
the Dun & Bradstreet credit rating book carries the information that 
they were incorporated in 1952 and it has no information as to their 
financial standing. So that if I were going into a $12,500,000 deal I 
would be a little bit disturbed about not having more information. 

I wonder if you would furnish to the subcommittee whatever infor- 
mation the Department of Agriculture has regarding this Inter- 
Oceanic Commodities Corp. with respect to the ownership, the prin- 
cipals involved, and the history of the company. That is quite a large 
order, but we are very much interested in it. 

Mr. Founrarn. And the names of any of the persons who are con- 
nected with the company. 

Mr. Farrineton. We will try to furnish it. 

(The Department of Agriculture subsequently furnished copies of 
a Dun & Bradstreet report on the Inter-Oceanic Commodity Corp.) 

Mr. Naueuton. Then I wonder if we may have a chronological ac- 
count of the transactions, in particular this 210 million-pound trans- 
action, with respect to just how the negotiations came about and the 
individuals on the part of the company and on the part of the Depart- 
ment who were involved in these negotiations. 

(The material referred to is as follows :) 


STATEMENT OF NEGOTIATIONS RE SaLe or 210 MILLION PouNps oF LINSEED OIL TO 
INTEROCEANIC COMMODITIES CoRP. 


On June 17, 1954 (1:30 p. m.) the Oils and Peanut Division, Commodity 
Stabilization Service, received a wire from Interoceanic Commodities Corp., con- 
firming a telephone conversation of same date, bidding firm for 218-225 million 
pounds of raw linseed oil, Federal specifications at 6 cents per pound, Atlantic 
and gulf ports, and 5% cents for California, f. o. b. ocean steamer for July— 
November delivery. This bid was for acceptance the same day. Since offerings 
of any unusually large quantities require the approval of the Administrator, 
Commodity Stabilization Service, and since the time for acceptance of the bid 
was limited to that day, Interoceanic Commodities Corp. was advised by that 
Division of its inability to act on their bid within the specified time limit. 

On June 18, 1954, a meeting was held in the office of the Associate Administra- 
tor, CSS, Mr. Walter C. Berger, attended by Preston Richards, Deputy Adminis- 
trator, Price Support, CSS; John H. Dean, Assistant Deputy Administrator, 
Price Support, CSS; J. E. Thigpen, Director, Oils and Peanut Division, CSS: 
George A. Parks, Jr., Deputy Director, Oils and Peanut Division, CSS; and 
Walter W. Sikes, Program Operations Branch, Oils and Peanut Division, CSS, 
and the Interoceanic bid was presented to the Associate Administrator for con- 
sideration. 

On June 28, 1954, the Associate Administrator, Walter C. Berger, called a meet- 
ing of Messrs. Richards, Thigpen, Parks, and H. M. Young, Chief, Program Opera- 
tions Branch, Oils and Peanut Division, CSS, to discuss the bid submitted by 
Interoceanie Commodities Corp. on June 17, 1954. It was concluded the Com- 
modity Stabilization Service should make the best deal possible. The following 
proposal was submitted to the Interoceanic Commodities Corp. : 6 cents per pound 
for linseed oil in the gulf and Atlantic ports and California ; no Federal specifi- 
cations, but on an “as is” basis for clear oil. All other terms agreeable as per 
Interoceanic wire of June 17, 1954. 
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On June 26, 1954, Interoceanic Commodities Corp. wired the Commodity Sta- 
hilization Service, agreeing to the CSS proposal for 210 million pounds of linseed 
oil and the negotiations were consummated and confirmed by Mr. Herman M. 
Young, Chief, Program Operations Branch, Oils and Peanut Division, Commodity 
Stabilization Service, on June 28, 1954. 

Mr. Founratn. There is one further question I would like to ask 
with respect to this 210 million pounds which the CCC sold in June 
of 1954 to the Interoceanic people. 

Were any assurances required or did they make any assurances that 
this linseed oil would not wind up in Russia? 

Mr. Parks. Not to my knowledge, sir; and I do not believe there 
is anything in the contract on that particular point. 

Mr. Hourrtretp. Could you at this time tell us what Russia was 
offering for linseed oil on the world market? 

Mr. Parks. At that time, sir? 

Mr. Hotirievp. Yes. 

Mr. Parks. No, sir, I cannot: I believe it was about that time that 
Russia bought linseed oil from Argentina, but there again I am not 
sure. 

Mr. Hourrretp. Do you know what Russia paid Argentina at that 
time for her oil? 

Mr. Parks. I do not. I can check and try to find out. 

Do you know, Paul? 

Mr. Quintus. Well, I think we knew pretty well what the price 
was in Argentine currency, but we have never been able to really con- 
vert those prices to comparable dollar prices. 

Argentina uses the multiple exchange rates for special deals on 
exports. She has one price in trade dollars and one price in sterling 
and another price in United States dollars. It gets very complicated. 

(The Department of Agriculture later supplied the following 
statement :) 

No information is available to the Department indicating the name of the 
private firm, if any, who handled the 35,000-ton sale and the 110,000-ton sale 
referred to on page 637 of Foreign Crops and Markets for December 6, 1954. The 
Public Ledger of London indicates under an Argentine dateline for July 29, 
1954, that 110,000 tons of linseed oil was sold at $140 per metric ton, f. o. b. 
This is equal to 6.4 cents per pound. If settlement were made in currencies 
other than dollars, the price would be slightly higher. Following this reported 
sale, prices began to rise and the next noted quotation was $151-152 per metric 
ton or about 7 cents per pound. By November 18, the converted price had risen 
to 8.4 cents per pound. 

Mr. Horirrerp. Russia will usually pay for her purchases in gold, 
does she not, rather than in exchange of commodities? 

Mr. Quintus. In this case we will see. We know the general Ar- 
gentine price, but I do not know if we know the specilic price that 
applied to this large sale to Russia. 

r. Honirrerp. I think it would be interesting to know. 

I take no position personally on this export of fats and oils, but 
if the policy is that it should not go behind the Iron Curtain, then 
that policy should be protected. If it should be changed, then it 
should be changed. I am not making the policy, but if the fact is 
that a quantity of this size is being bought by an agent of Russia 
and it is going behind the Iron Curtain at a price which is quite a 
bit higher than we are getting for it, then somebody is getting skinned, 
and I think it is the American people in a dollar way. 
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Mr. Parks. Well, as pointed out earlier, we have no indication that 
it has; but I believe Dr. Butz pointed out also that certainly other 
linseed oil may have gone. In other words, there may have been some 
replacement. Certainly there is some linseed oil sold direct to Russia, 
but we have no indication that the oil we have sold 

Mr. Founrarn. The thing that concerns me is, in view of the estab- 
lished policy of our Government—I am concerned regarding the pre- 
cautions or lack of precautions we are taking. 

It seems to me that we ought to get more assurances or make some 
effort to know more about the people who are making these purchases 
with a view of determining whether or not—and I have in mind lin- 
seed oil in particular, which we have referred to so much this morn- 
ing—they are actually shipping into Russia and the satellite countries 
behind the Iron Curtain. 

I do not know whether we should change our policy, but it seems 
to me that if we have the policy we ought to make every effort to see 
that it is not violated by permitting these materials to get behind the 
Iron Curtain. 

Are there any other questions? 

Mr. Krurcer. Mr. Chairman, I would like to ask a question. 

What is our surplus in flaxseed oils in this country? Is it large? 

Mr. Parks. It was at one time. We had approximately 500 million 
pounds of linseed oil. At the moment we have approximately 60 mil- 
lion pounds. We expect in the spring and the summer to take over a 
rather large quantity of flaxseed from the 1954 crop, which will be in 
excess of our normal domestic requirements. Flaxseed, I might add, 
and linseed oil for several years have, in this market, been above world 
market levels, and so the commodity has not moved into export, 
except by CCC; that is, in any volume. 

Mr. Krurcer. Only a few years back we were short of flaxseed oil. 
We raise a lot of flax in my State and we were encouraged to raise 
more flax, and we have raised a lot more, but now we are tapering 
down because the price is not so attractive any more. 

Sometime ago the Government guaranteed the farmer $5 a bushel 
in flaxseed, and it went above that too. Now it is down to about a 
little better than half that price. Flax at times is pretty hard to raise, 
so I know we are tapering off considerably in our State in raising 
flax. 

Mr. Parks. Yes, sir, Mr. Krueger, that is right. As I pointed out, 
earlier, following World War II we were very short because up to 
that time we had imported a very substantial quantity of our require- 
ments, but now, since that time, we produce a surplus most every year. 
And another factor in that picture is the competition in the drying 
oil field that linseed has to face. Weare using more soybean oil in the 
drying field. We are using the rubber base paints and various things 
of that type. 

Mr. Naueuton. Can you give us the spelling of the name of the 
representative of Interoceanic ? 

Mr. Parks. C-a-i-r-n-e-s. His first name is Andrew. 

Mr.Navuauton. Is he located here in Washington ? 

Mr. Parks. He is in New York. 

Mr. NavcutTon. He is the United States representative? 

Mr. Parks. Yes. 
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Mr. NavuGuron. At one time did we not set aside a stock of about 
300 million pounds of linseed oil, perhaps under the Defense l’roduc- 
tion Act? 

Mr. Parks. Yes, sir. 

Mr. Naueuron. Has that been dissipated ? 

Mr. Parks. Yes, sir. That was the bulk of this 210 million pounds 
that you referred to. 

Mr. Naueuton. The only amount we now have left is the 60 million 
pounds you referred to 4 

Mr. Parks. Yes, sir. 

Mr. Fountain. Mr. Quintus, will you give us a sketch of your back- 
ground and your duties in the Dep: urtment ¢ 

Mr. Quintus. I am Director of the Fats and Oils Division of the 
Foreign Agricultural Service. Our responsibility is to follow all the 
developments in fats and oils production and trade outside of the 
United States. We make information available through Crops and 
Markets, which you referred to, and through special circulars in which 
we try to give our farmers and traders at regular intervals througnout 
the year the best picture we can develop as to what the world soybean 
production is, world flaxseed, peanuts, cottonseed, and so on. That 
same information is often basic to the domestic policies as to whether 
Commodity Credit is going to sell, and at what price. We are essen- 
tially a service organization, gathering information. 

Mr. Fountain. How long have you been with the Department ? 

Mr. QuINTUws. T have been with the Department since 1938. I have 
been in this present position since 1949. 

Mr. Fountain. Could you give us similar information with respect 
to Mr. Burmeister, who had to leave? 

Mr. Quintus. Mr. Burmeister is an Assistant Administrator of the 
Foreign Agricultural Service. He is the commodity representative 
and Assistant Administrator. His activities not only cover fats and 
oils, but cotton, grains, fruits, vegetables, tobacco, and so on. He has 
been with this work since it has been in existence. I think he came 
up through the Bureau of Agricultural Economics when the foreign 
Agricultural work was in that Bureau, and when it was separated into 
the Foreign Agricultural Service he moved with it and has been 
there ever since and has about 30 years or more in the Department of 
Agriculture in this kind of work. 

Mr. Fountain. I want to thank you gentlemen for coming up and 
we appreciate the information you have given us. 

(Whereupon, at 12:10 p. m., the subcommittee adjourned.) 
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THURSDAY, FEBRUARY 24, 1955 


Hovse or REPRESENTATIVES, 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10:25 o’clock, room 1501, New House 
Office Building, Representative L. H. Fountain (chairman of the sub- 
committee) presiding. 

Present : Hescseunetives Fountain, Holifield, Holtzman, Reuss, 
and Reece. 

Also present : Orville S. Poland, general counsel, Committee on Gov- 
ernment Operations; James Naughton, counsel, Intergovernmental 
Relations Subcommittee; John C. Borton, Director, Office of Export 
Supply, Bureau of Foreign Commerce, Department of Commerce; 
Ralph T. Stewart, Director, Agricultural and Chemical Products 
Division, Office of Export Supply, and Nathan Ostroff, Assistant 
General Counsel, Department of Commerce. 

Mr. Fountatn. The subcommittee will be in order. 

I would like to thank you gentlemen for coming up here this morn- 
ing. I am aware that we have not given you much notice, and I want 
to assure you that we would not have asked you to take the trouble 
to come up here if we did not feel that the subject we want to ask about 
was very important. 

To state it briefly, the subcommittee has been disturbed by reports 
indicating a possibility that large quantities of commodities, par- 
ticularly Fats and oils, sold by the Commodity Credit Corporation at 
cut-rate prices may have been shipped behind the Iron Curtain in 
violation of an established United States policy against allowing such 
shipments. 

e discussed this matter at some length yesterday with witnesses 
from the Department of Agriculture, which handles actual sales of 
these commodities for export through the Commodity Credit Cor- 

oration. Since the Department of Commerce also has responsibility 

or matters involving export control, we want to complete our record 
by discussing the matter with you. We will endeavor to get the nec- 
essary material into the record as expeditiously as possible, in order 
to free you to return to your other duties. 

Before going into any questions, I wonder if the witnesses would 
please state their names and give the subcommittee a little informa- 
tion about their background and their duties at the Department of 
Commerce. 

Will you start, Mr. Borton. 
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Mr. Borron. Thank you. I am John C. Borton, Director of the 
Oflice of Export Supply, which is in the Bureau of Foreign Com- 
merce in the Department of Commerce. 

The Office of Export Supply has the primary responsibility for the 
administration of the Export Control Act under delegation from 
the President to the Secretary of Commerce and then on down the 
line to us. 

Mr. Founrarn. Thank you. 

Mr. Stewart? 


STATEMENT OF RALPH T. STEWART, DIRECTOR, AGRICULTURAL 
AND CHEMICAL PRODUCTS DIVISION, OFFICE OF EXPORT SUP- 
PLY; ACCOMPANIED BY JOHN C. BORTON, DIRECTOR, OFFICE OF 
EXPORT SUPPLY, BUREAU OF FOREIGN COMMERCE, DEPART- 
MENT OF COMMERCE; AND NATHAN OSTROFF, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF COMMERCE 


Mr. Srewart. My name is Ralph T. Stewart. I am Director of 
the Agricultural and Chemical Products Division under Mr. Borton, 
from the Office of Export Supply. 

We handle the licensing of the commodities that you have indicated, 
as well as agricultural supplies and chemical products, and many other 
such things. 

Mr. Founrarn. I failed to ask you, Mr. Borton: How long has each 
of you been with the Department ? 

Mr. Borron. With a break of 3 years I have been with the Depart- 
ment for about 7 years. But I was in the export control work prior 
to transfer to the Department of Commerce. 

Mr. Srewarr. I have been about the same length of time; about 7 
years. 

Mr. Founrarn. And you, Mr. Ostroff? 

Mr. Ostrorr. My name is Nathan Ostroff. Iam the Assistant Gen- 
eral Counsel of the Department of Commerce and one of my respon- 
sibilities is to do the legal work in connection with export controls. 
I have had this position for 10 years but before that time I did work 
in connection with export controls during the war. 

Mr. Fountain. Then all three of you are familiar with export-con 
trol operations. 

I have a statement prepared, summarizing some of the important 
provisions of the Export Control Act of 1949, and giving some infor- 
mation about the administrative procedures under this act, and I 
would like for you gentlemen to pay close attention while I ask Mr. 
Naughton to read this material so that you may advise us whether 
you consider this statement accurate. Mr. Naughton. 

Mr. Naventron. Background information on export-control legis- 
lation: 

Basic legislative authority for the United States program of export control is 
the Export Control Act of 1949. This act originally was scheduled to expire in 
1951, but was extended first to June 30, 1953, and then to June 30, 1956. 

The act declares that it is the policy of the United States to use export con- 
trols to the extent necessary (a) to protect the domestic economy from the 
excessive drain of scarce materials and to reduce the inflationary impact of 
abnormal foreign demand; (0b) to further the foreign policy of the United States 
and to aid in fulfilling its international responsibilities; and (c) to exercise 
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the necessary vigilance over exports from the standpoint of their significance 
to the national security. 

To carry out this policy, the act gives the President power to prohibit or 
curtail exports from the United States except under such rules and regulations 
as he shall prescribe. The President is also authorized to delegate this power 
to such departments, agencies or officials of the Government as he may deem 
appropriate. 

The act provides that in determining what exports shall be controlled or 
limited under the act, any department, agency, or official making such deter- 
minations shall seek information and advice from the several executive depart- 
ments and independent agencies concerned with aspects of our domestic and 
foreign policies and operations having an important bearing on exports. 

The 25th quarterly report by the Secretary of Commerce on export control, 
sent to Congress on December 1, 1953, is authority for the following: 

By order of the President, responsibility for administration of the Export 
Control Act was delegated to the Secretary of Commerce, and export control 
responsibility has consequently been centralized within that Department. 

An Advisory Committee on Export Policy, chairmaned by the Assistant Secre- 
tary of Commerce for International Affairs, has been set up to comply with 
the section of the act requiring the official responsible for export control to seek 
information and advice from other agencies concerned with exports. The 
Department of Agriculture is regularly represented on this Committee. 

United States export control regulations provide that exports of all com- 
modities and technical data are prohibited unless the Department of Commerce 
has either issued a “validated license” or established a “general license” per- 
mitting such shipments. 

A validated license is a formal document issued to an exporter, based on a 
signed application, authorizing export of commodities within the specific limi- 
tations of the document. A general license is a broad authorization issued by 
the Department of Commerce which permits export of some commodities under 
specified conditions without a validated license. No application is filed nor any 
license document issued in connection with any general license. The authority 
to export is contained in the published regulations of the Department of Com- 
merce which specify the conditions under which each general license may be 
used. 

The Department maintains a “positive list’ showing commodities which require 
a validated export license for shipment to various destinations. All commodities, 
whether or not on the positive list, require validated licenses for export to the 
Soviet bloc. 

Mr. Founrarn. Now, you gentlemen, each of you, can determine 
among yourselves who will answer the questions as we ask them. 

For the benefit of the members of the committee, I have some specific 
questions which I will ask and as I ask those questions, if members 
of the committee have additional questions, just go right ahead. 

In your opinion, does the material just read by Mr. Naughton, rep- 
resent a fair and accurate statement of the United States export 
control setup ? 

Mr. Borton. I would say very complete, very accurate, and cur- 
rently correct. 

Mr. Srewarr. One exception, I think. The positive list does not 
contain a list of commodities that we license to Hong Kong. 

Mr. Borron. That is very minor. 

Mr. Ostrorr. Very minor. 

Mr. Fountain. As you know, this subcommittee is interested in 
exports of agricultural commodities, particularly fats and oils. Are 
any of those commodities at the present time considered by the 
Department of Commerce to be so-called strategic commodities? In 
other words, are any of them on the positive list ? 

Mr. Borton. No, sir; none of them are. 

Mr. Fountain. Since these commodities are not on the positive 
list, they do not require Commerce Department approval of a vali- 
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ques axport license before they can be shipped to friendly countries, 
o they ¢ 

Mr. Borton. That is correct. 

Mr. Founrarn. But all export shipments to Soviet bloc countries 
require specific export licenses; is that right ? 

Mr. Borron. That is correct. 

Mr. Fountarn. As we understand it, it has been the policy of the 
we of Commerce to refuse to grant export licenses for ship- 
ments of commodities to Soviet bloc countries when these commodi- 
ties are purchased from the Commodity Credit Corporation at prices 
which are less than the cost to the taxpayers. Is that true? 

Mr. Borron. It is. 

Mr. Fountain. And the reason for this policy is not that the com- 
modities are strategic, but that the Secretary feels that Russia should 
not be allowed to buy these commodities for less than the American 
pesmee are paying for them. Is that correct or is that one of the rea- 
sons 

Mr. Borron. I would like to amplify that one a little bit. 

That was in substance a statement the Secretary made about a year 
ago but I think it needs a little further amplification and it is pointed 
out in his most recent quarterly report to the Congress, 

In substance, it provides that exports should not be permitted to 
the Soviet bloc at a net cost to the taxpayer, a little bit different from 
the proposition that it should not be sold at less than the amount paid 
by the United States housewife, which was the original. It is rather 
& proposition that shipment to the Soviet bloc should not involve in 
effect a subsidy; a subsidy, in substance. 

Mr. Fountarn. And what do you mean by “net cost” in this par- 
ticular situation ? 

Mr. Borton. This would be the acquisition cost plus the storage 
cost to the Commodity Credit Corporation. 

Mr. Fountarn. In other words—and this is a further addition to 
my first question—if the exporter were willing to pay the CCC the full 
amount of its investment in these commodities, then there probably 
would be no objection to shipping them into Russia ? 

Mr. Borton. That is correct. 

Mr. Fountatn. Does the Commerce Department carry out a com- 
prehensive and thorough program designed to insure that none of 
these commodities sold by the Department of Agriculture wind u 
behind the Iron Curtain, or does it rely on Agriculture to take the 
basic precautions since these are nonstrategic commodities? 

Mr. Borton. It is a combination effort and, if I may, I would like 
to amplify that. 

Mr. Founrarn. Go right ahead. 

Mr. Borton. Our primary enforcement activity revolves around 
the strategic items. Those are the items which appear on the positive 
list and with respect to them we have very firm documentation not 
only by the United States applicant but also by the ultimate user 
abroad. 

We usually put a tracer on the shipment; a followup on the ship- 
ment. With respect to the general license items, however—and those 
are the items which are not on the positive list—we feel that since 
they are not strategic, we do not have to devote the same degree of en- 
forcement activity and effort to them, because the presumption is that 
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if an application came in for shipment, either from the CCC at a 
profit to the Government or purchase in the open market, the applica- 
tion would be approved for shipment to the Soviet bloc. 

However, the terms of the general licenses under which those ship- 
ments may be made to friendly areas prohibit reshipment to the Soviet 
bloc except pursuant to specific approval by the Department of Com- 
merce. 

Now, those regulations are well publicized and I think are generally 
very well known by the trade and particularly by the shippers of fats 
and oils. 

We have recently adopted the policy of giving advisory opinions 
to any applicants who are considering shipping to the Soviet bloc 
and have had occasion to give a good —_ advisory opus to pro- 
spective shippers of fats and oils to the bloc along the lines of the 
policies which you have just outlined. 

So that we have, first of all, the direct control through licensing of 
every shipment to the Soviet bloc and the indirect control of trans- 
shipment to friendly areas under the very terms of the general li- 
cense under which the shipment leaves the United States. 

Mr. Fountain. Now, what steps, if any, do you take to make certain 
that these commodities are not transshipped behind the Iron Curtain ? 

Mr. Borton. In addition to the advisory opinions which we give 
to those who inquire, we have also on occasion put firms on positive 
notice as to the requirements of our regulations when we knew they 
had bought substantial quantities from the Commodity Credit Corpo- 
ration, and they might be potential transshipments to the Soviet ice 

Mr. Hottrzman. Will you give us a complete statement there; refer 
to particular cases 

r. Borton. Could we have that off the record, Mr. Chairman ? 

Mr. Fountain. You gentlemen stated to us when you first came in 
this morning that the policy of the Secretary has been not to give out 
specific information, and if you do not want the record 

Mr. Hourzman. Well, I do not think that 

Mr. Fountarn. I believe that all three of them would prefer to keep 
it off the record, and if you want to we will later make a written 
request to have the information furnished for the record. 

Mr. Hotrzman. Well, I do not think that this is a subject that that 
would be necessary. 

Mr. Fountain. We still can have the information, but we can do it 
off the record. 

Mr. HottzmMan. Well, suppose we get it, then. 

Mr. Fountain. Off the record. 

( Discussion off the record. ) 

Mr. Hoirzman. You stated that it is the policy of the Department 
of Commerce to examine the Commodity Credit Corporation sales of 
surplus products to foreign countries; is that true ? 

Mr. Borron. That was not quite what I said. What we do is to 
check where large shipments are involved. We do not make a prac- 
tice of checking every one. 

Mr. Hoxttzman. Now, these larger transactions, let us confine it to 
the larger transactions, what is your authority to examine the sale of 
surplus commodities held by the Commodity Credit Corporation that 
are disposed of under their general charter ! 
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Mr. Borron. The CCC has made public announcements of*some of 
their larger sales, as to the name of the purchaser and the quantity 
purchased. 

Mr. Hoitzman. That is true, but—— 

Mr. OsrrorF. I think that you will also find that when they make a 
sale they indicated when their shipments are subject to export license 
and requirements, if there are any. In other words, the controls apply 
to these transactions—they are private, once the sale is made. You 

see, they sell the stuff domestically and from then on it is a private 
transaction. 

Mr. Houitzman. No; 1 am talking about the people who are selling 
it for overseas shipment. They were here yesterday and testified that 
when a sale is made of property belonging to the CCC and it was not 
a strategic material, that they had the authority under the general 
charter of the Commodity Credit Corporation to sell it without certain 
inspection or examination which would need to be traced to its ulti- 
mate destination and, therefore, the Department of Commerce did not 
come into play. 

That was my understanding of what they testified to yesterday. 

Mr. Borton. They have ms ade public announcements of their larger 
sales and we have used that information to advise the purchaser of the 

requirements of our regulations. 

Mr. Hourrzman. Well, the purchaser is not a licensee. 

Mr. Borron. No, sir; but, if he were to ship to the Soviet bloc, he 
would require a license from us. 

Mr. HourzmMan. Yes; but you are testifying now, as I understand it, 
when you see notices of large sales of fats and oils for export use, then 
you on your own volition, ‘without being advised by the Secretary of 
Agriculture or any people in the Department of Agriculture, you see 
if those fats and oils are going behind the Iron Curtain. Is that 
true? 

Mr. Borron. What we have done is to notify a firm of the provisions 
of our regulations and that shipment behind the Iron Curtain is not 
permitted without authorization from the Department of Commerce. 

Mr. Horrzman. I understand. 

Mr. Borron. That does not involve looking at the Department of 
Agriculture books and records. We have not done that. 

Mr. Houirrevp. Will you yield? 

Mr. Hourzman. Yes. 

Mr. Houtrre.tp. Well, do you mean to say then that you depend 
upon accidental information, that is, the reading of the newspapers 
or are you furnished a report by the Department of Agriculture when 
a substantial sale is made? How do you go about that ’ rt Do you have 
a regular procedure set up or do you just depend on happenstance? 

Mr. Borton. There is no established procedure by which they notify 
us of every sale made. 

However, the terms of their sale puts the purchaser on notice that 
if a license is required by any Government agency it is the responsi- 
bility of the purchaser to secure such a license. 

Now, we have then had prospective purchasers come to us and ask 
us what their chances were of getting a license. We have had one 
case where they had already apparently made a commitment but I 
believe the purchase had not been consummated and we told them 
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what the policy was, snip as the chairman has read, and the sale 
was subsequently canceled. 

We have also told those who had purchased what our policies are 
with respect to the appzoval of license applications. 

Mr. Ho.irietp. Now, in a case where they were exporting to a 
friendly country, they would not have to contact you? 

Mr. Borron. No, sir; they would not. 

Mr. Hortrrevp. They could go right ahead and export a large 
amount of fats and oils to any friendly country without any kind of 
a license ¢ 

Mr. Bortron. That is correct. 

Mr. Honirmrp. And so, therefore, you would absolutely lose any 
control at all as toa secondary destination. In other words, let us 
assume that they would ship into the port of London and then want 
to ship from the port of London to Czechoslovakia or Yugoslavia. 
Once it has cleared your port for London then you would lose control 
of its final—of any secondary destination ? 

Mr. Borron. Not quite, because the terms of the general license 
under which that shipment is made to London, let us say, require that 
it may not be transshipped. Now, that shipment— 

Mr. Hottzman. What do you mean by “general license ¢’ 

Mr. Borron. A general license is a general authorization permit- 
ting unlimited shipment of nonstrategic items to friendly countries 
but the terms of that license prohibit reshipment behind the Iron Cur- 
tain without specific authorization. 

Mr. Founratn. To whom is that general license given ? 

Mr. Borton. It is issued—available to anybody. 

Mr. Naveuton. It is published. 

Mr. Borton. The terms of the license are published. 

Mr. Osrrorr. That is included in the statement that Mr. Naughton 
read, only he just referred to it in passing. 

Mr. Borton. Now, coming back to the London situation, then, the 
terms of that license would’ prohibit the reshipment of those goods 
behind'the lron Curtain. 

Mr. Reece. But what control do you have in the event they desire 
to ship behind the Iron Curtain ? 

Mr. Borton. If they were to request authority for reshipment, we 
would deny it on the grounds that if the application came in originally 
it would be denied for the reasons of policy outlined by the chairman 
in his opening statement. 

If notwithstanding that, they transshipped, we then have adminis- 
trative remedies. 

We have compliance proceedings under which the right of either 
the United States exporter or the foreign customer who may have 
knowingly transshipped the goods in violation of the terms of the gen- 
eral license may be suspended from further participation in United 
States exports. 

Mr. Houirtevp. Let me pursue this point a little further. 

Let us say there is a bona fide shipment to a firm in London. That 
tirm in London receives the conmadie on the docks there and leaves 
it there, puts it on the docks in some w arehouse for a period of 30 days. 
In the meantime this company is doing a regular business of exporta- 
tion to an Iron Curtain country. There would be no claim of trans- 
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shipment on a case like that because it would be a bona fide delivery ; 
and then a subsequent sale. 

Would it not be possible under that type of an arrangement for them 
to take the fats and oils behind the Iron Curtain and do it with com- 
plete legality and without any apparent subterfuge—I mean, there 
actually would be a subterfuge, but it would not be a transgression of 
your administrative laws, would it? 

Mr. Borron. It would be a transgression because those goods may 
move among friendly countries without let or hindrance if they left 
this country under general license, but the terms of that license still 
prohibit, no matter how many hands they go through, their reship- 
ment to behind the Iron Curtain. 

Now, the practical job of following something like linseed oil, which 
may be put in tanks and mixed with supplies from the Argentine, for 
example, is obviously exceedingly difficult, and when you have an 
enforcement program you put your major effort on the top strategic 
items. 

Linseed oil has never been considered strategic, it has never been 
in short supply, and we feel we should put our major effort on stra- 
tegic items. But, we are not going to close our eyes to the possibility 
of transshipment of these other items and will do everything within 
reason to prevent that transshipment. 

Mr. Ostrorr. I would like to say that in any case where we could 
establish that the exporter knew that when he sent it to London he 
really was going to send it on to a Soviet bloc country, that would be 
treated as a violation like any other violation. 

What Mr. Borton is emphasizing is that we recognize in this kind 
of a commodity the problem of getting it proved would be difficult and 
certainly you posed a hard case, and when you add a fungible com- 
modity like linseed oil, it is tough. 

But on the other hand the fact is that our regulations prohibit such 
transshipment that is published and generally known, and we have a 
variety of ways of going beyond the Federal Register. We publicize 
the same information in various publications of the Department of 
Commerce periodically, whenever we have reason to believe that some- 
body may not know about our regulations, we specifically call them 
to their attention. 

Mr. Houtrtevp. Is there any attempt on your part to establish the 
reputation or historical background of legitimate trade functions of 
any purchaser of this material, or are the sales made strictly on a 
financial basis? 

Mr. Boron. On a general license shipment, since we receive no 
document, there is no attempt made to identify the parties to the 
transaction. 

In the issuance of licenses for a strategic item which is on our posi- 
tive list, there is a careful check, and one of our cardinal rules is that 
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the licensing authority must have knowledge of the bona fides of 
both parties. 

Mr. Ostrorr. I think I should mention also that whenever a general 
license sale is made, the exporter must file a shipper’s export declara- 
tion. .That is a standard document that accompanies all exports. On 
that document he must declare under the usual penalties for telling a 
lie, what the true and ultimate destinations of those commodities are. 

So that, combined with Mr. Borton’s description of the scope of 
the general license is, if you will, the legal basis around which, if we 
have the evidence that transshipments took place, we would proceed 
against the exporter. And the same thing goes for the foreign con- 
signee in a foreign country, likewise, if we can establish that with 
knowledge of the restrictions on the shipment that he transshipped, 
we would take compliance action. 

Mr. Fountain. You mean, do you, that declaration is required 
even where a nonstrategic material like linseed oil is being shipped 
to friendly countries? 

Mr. Ostrrorr. Yes. The only exception is in some shipments of 
negligible quantities of commodities that are not of a commercial 
nature, but on practically every export and certainly everything we 
are talking about here, the exporter must file a shipper’s export decla- 
ration in which, among other things, he declares what the true and 
ultimate destinations of the goods are. 

Mr. Founrarn. With whom is that filed? 

Mr. Ostrorr. The Customs Bureau, among others, refers it to the 
Census Bureau for statistical purposes, and we have access to it 
whenever we want to follow up on transactions. 

Mr. Founratn. Do you have immediate access? 

Mr. Ostrorr. Oh, yes, they come about 2 or 3 weeks after filing. 

Mr. Hourzman. Does the Commodity Credit Corporation own any 
material or product that falls within the category of strategic ma- 
terial ? 

Mr. Srewart. No. 

Mr. Ostrorr. One exception, you know they do a lot of bartering. 

Mr. Hourzman. That is under Public Law 480? 

Mr. Ostrorr. Yes, they had that authority to a limited degree be- 
fore Public Law 480. 

Mr. Reuss. Am I right in thinking that sales by the Commodity 
Credit Corporation are just as much subject to our overall export 
control proyisiene as sales by any private or public agency or person 
in this country ? 

Mr. Borton. That is correct. 

Mr. Reuss. No difference whatever ? 

Mr. Borton. No difference whatever. 

Mr. Reuss. I think we should have in the record a copy of the gen- 
eral license and also a facsimile copy of the export document required 
to be filed by the shipper. We may want more specific information. 
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NATION CONTROL STATEMENT IS REQUIRED ON A SUIPPER’S EXPORT DECLARA 
TION COVERING A GIVEN SHIPMENT, 8UCH STATEMENT MUST ALSO APPEAR 
ON ALL COPIES OF THF BILL OF LADING AND COMMERCIALINVOICE. (See Compre- 
Renstwe Ex port Schedule 10— 60003 6 
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INSTRUCTIONS FOR THE USE OF THE YELLOW SHIPPER’S EXPORT DECLARATION 
(Commerce Form 7523-V) 


(Follow Carefully to Avoid Delay at Shipping Point) 


1, Provisions ov Law anp Reovtations. authenticate a dec!e-ation which has been altere4, changed, or amended, except as and to the 
(a) Vessels shall not be cleared for foreien ports until export deelarations ver ite extent authorized by the cxport control regulations 
of the cargo, or its parts have been deliv , 









he lector at th ut of « or ments by rail to Mexico and Canada separate declarations shal] be prepared 

the owners, shippers, or consignors thereof. Similur provisions epply to expor for each car!vad 

rail, air, vehicle, or ferry 9 the case of shipments by vessel. the dat rportat poses, is 
b) A declaration presented to a Collector of Ci 3 0r Postmaster and used to effect an the date of clearance he vessel, or the date of departure, i 

exportation of any commodity for which an export license is required, constitutes a repre- De clarat jons are treated as confidential, and n sclosed to others than the 

sentation by the exporter (1) that all ments made and information set forth In the Pe est Without the written consent of the Se 4 Commerce 

Geclarotion have been furnished by bim or on his behalf for 


he purpose of effecting an 
exportation in accordance with the export contro) regulations; (2) that the exportation of < 
the commodity deserihed in the declaration ts authorized under the geoeral or validated marg 


t “ertificates of inspection by Department of Ag 
1¢, butter, meats, and other food prod 





ulture, for export of cheese, cleo 
gust be furaisbed when require 
















{ export license kdentified in the declaration; (2) that the statements contained in the d 3. Exrtanation of Teams: 

: tion are identical in all respects wi ith ¢ the validated export licens Irem 1. 2 @ Carrier.—If vessel, give name, flag, and pler number; if air, rail, vebicle, 
terms, provi cond ral license; and (4) that a or ferry carrier, give name of carrier identify carrying plane, train, vehicle, or ferry 
terms, prov conditions of ulations applicable to the exporta- ©. g., by number, flight, or other 





tion have been moet 








ms port of 





d States Custome Port cf Exportation —Insert United Stat 
on’ All 7 sentations, statements, and certifications made by s licensee or any other per- ms of Scacdule D. 

ng Or cousing to be pflected an exportation of any commodity in ease of Heat 
esentations, sfater ts, and cer’ tions made in respe { | ti 7 . . 
tion of the Of t ade and the Pureau of : 
Customs under the statutes, proclamet everu 1 regulations relating to 
etport contro! and orders or licenses { ful for any pers now 


unlawf 
ingly to make or canse to be nade any f Statement, or certification, or 








a, ex r named st rece named 


f applicable 











portation, state mar 





aly authorized 














or any materia) fact fox the es of effecting or causing to be or Ultimate Consignee.—Iin case of licensed exportation, purchaser or 
d an exportation of any commodity. A on violating t provisions of } ul ate whether by sale in U. 8. or abroad, or by consignment all be person 
t control rezulations referred to hercin is subject to fine of mn $10,000 tated export license or authorized to be ultimate consignee 


ec inv 





ent for not more than 10 years, or both (Act of April 4, 1038, &2 Stat. 197, 
; 18 U. 8. ¢ c. §0); and/or, to fine of not than $10,000 or imprisonment 
ars, or both (Act of Jul 9W, Sec. 6, 54 Stat. 714; 9 U. & C. App shall be person 


aformity with export control regulations 


case of license tportation, intermediate con sirnee 
nated & h in validated ex ense or authorized to act as such under 
















plicable general and in com ty with export contrul regulations. If none, sta 
mmodities atterrpted to be exported in violation of th mtrol law (Act of “now Intermediate consignee should be inserted if known at time of eutbenticat 
Fee M4 Stat. 714, 50 U. 8.C. A 1 the 3 Irem 7, Foreign Port of Unloading.—F oreign port of unloading should be shown for vessel 
promuisated the are subject to seizure, detent wndemnat der and air ship only 
the Act of June 15, 1917, Ch. 30, Title VI, Sec. i, 40 Stat. 223; 22 U. 8. eq. Irem 8 Plece end Country of UMimate Destination.—The fnal place end country of dest 
5 amended. t 


at, should 





e place of transst ne show n in the space provic or “Place and 
tinate Destination re should be taken to give the final piace and 
tio mis shipped through Canada, United Kingdom, Cans) Zone, 
h sboeard countries for transsu.pment to other countries, sucB as through 
ec or Peru, destined for Bolivia. 
milar principles apply to exportations not subject to export control regulations. 
4. Descnirtion oF ARTICLES, QUANTITIES, AND VALUES 
CoLuMn 9.—Insert marks and numbers. 
(@) Must be made fn triplicate for shipments by ves ferry for CotumN 10.—Insert number and kinds of packaces, dewrirtion of commodities, export 
all merchandise shipped to foreign countries, eco; pt Car ula, and Keense numper, issuance date and expiration date leonse symbol. Commodities 
between the United State itories and possessions (exce laska and Hawaii) must be described by nature and qu t dete nent of Come . D 
tha Ase Under export contro! regulations, additiocal nN * with the commodity deser ent of Comuners wd 









D 
(e) Shipper’s export declarations must also be filed for shipments between the United ‘ 
States and its noncontiguous territories, except Alaska aud Hawaii. * 
DQ For instructions regarding the use of this fo P 
! United States Official Postal Gu July 1946 edition. One copy of the ¢ 
be mailed by postmaster to Foreign Trade Division, Bureau of the Ce 
house, N. Y. ay 


2. Sarrren’s Exront fies Larations (Commerce Form 
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Copies may be required by the Ofliee of International Trade. A copy of this déctar Statistical Classification of Da: odities Exported Frora 
acer ptubie in various foreign.countries to meet certain of their entry requirements © description of te and and 
fore, for shipments to those countries an additional eopy of the declaration may be ma that set forth in the validat th the requireme 2 of the 
(Commerce Form 7525-V should not be fled for foreign merchandise shipped im-transit apt ble license. Trade names, eatal ¥ trade identifies 
throngh the United States from one foreign country to another. In lieu thereof, pper's tions should be ased where they will aid such description. as “dry 
Export Dectarativn for In-transit Goods” on Commerce Form 7513 should be filed.) goods,” “groceries, c., are Not suMicient 





(0) The exporter or his duly authorized forwarding agent or a duly authorized officer or Cotumn 11.—Insert gross weight 9 pounds except on rail, truck, and mail shipments 


@mployce of either, must sign the original of the a 





aration set out in the lower portion of the CoLumn 12.—Specify { domestic or forcign origin, Exports of domestic commod 
form. The original declaration covering shipment by vessel to a foreign country must Kies (U. 8. products ! Jes grown, at Sufactured in the United 
be verified by Oath before a notery public, customs oflicer, or other person authorized to Sta Exports of fore merchs i @ (reex r Ss Teexported in the same 









administer oaths. Oath is not required on declaration covering shipment by rai! enor 

vehicle, or ferry, or between the United States and its territories and possessions, United States commodities 
eeeea of law and the export control regulations applicable t se representations Cotvmn 13.—lInsert the 
indicated in paragraph I(c), above, are fully applicable, whether oath ts or i. ot require helow.) 


(@) Designation of agent must be in wr m and signed by the Sxporer on declara- Couvumn 14.—Insert the net quantity in Schedulo B anit. State the unit of quantity 
thon or in separate document providing similar authorization, which shal! be Gled v shown, i. ¢., 5 uare yards, ete 


collector. Export control regulations define a “forwarding agent" as & person auth ne dollor value at time and place of export (omit cents). Value 
@ named exporter to perform for the e er actual services which fa 


gn articles chai i by alteration of manufacture become 
t are to be < rassified as “domestic.” 


jule B commodity code number. (See Instruction 7 (e 





tion as imported 





















tute exportation ot stat 






























Ning price, or cost if not sold, includt nd freight, insurance, 
the commodities described in the declaration, such as preparing the dechnration, attending other to border pat coameees 48 a = ; ie — ee — 
to clearance of the shipment by subrr a of documents to the Collector of Customs or r= . : 

@xport contro! oificers, securing cargo space or delivering the commodities to the exporting Item 16.— For convenience of exporter, to be inserted if desired. 
carrier, obtaining bills of lading in connection with the exportation, and attend to for- Item 17.—To be ted by Collector of Cu: 
malitics of consular Invofecs, certificatos of origin, and other like docum: ut such per- 6. SioNaTORES axD NotaRtation. 





son néed not be regularly engaged in the freight forwarding business. 


(@® An authenticated decinration evidences the existence of a validated export license 
or an exportation permitted by an applicable general license. It is a violation of the export . 
control law und regulations for any person to receive f, or assist in or perm ft the use p detailed information regarding the preparation of the export declaration, refer to 
or alteration of, any export declaration which has been au ticated by a Collector of Cus ations for Collection of Statistics of Fc eign Commerce and Navigation of the 
toms in connection with the expor { acy commodity under a general or validated United States (Title 15, Chapter I, Part 30, Code of Federal Regulations), copies of which 
export I:eense, for the purpose of facilitating or eflecting any exportation other than th ned free of charge from the Department of Commerce Field Oftees, located in 
forth in such declaration and in accordance with the teruis, provisions, and conditions t cities; the Foreign Trade Division, Buresu of the Census, Washington 25, 1). ¢ 


IreMs 18, 19, and 20. @ paragraphs 2(5) and 2(c) of these instructions. 
ton Commence Statistical Reovutations—E rrort Cowragot Reovtations. 









































Any person receiving an authenticated declaration showing evidence of unauthorized change, and the Fai Trade Division, Bureau of the Census, 434 Customhouss, New York 4, N. ¥ 
alteration, or amendment may not take any action to facilitate the exportation, but must Infortr erning export control law and reculations apy Nenble te the pret aration and 
report the facts to the nearest Collector of Customs and surrender the declaration to such use of lon may be obtained from the Office of International Trado. Weshinas 





Collector. L>. C., from the New York office thereof, Eunpire State Building, Sictieth Floor, 350 Fifth 


; Avenue, New York 1, N. ¥.. or from Department of Commerce Pleld Oflices, 
(e) In the case etenpertetions subject to the export contro! law and regulations, the original 7. Scnzvvute B anv Buangs. 
and two copies (or additional copies if required or authorized by export contro! regulations) 7. Scnzvute B a ANKS. 

















of the declaration submitted to the Collector of Cust« at the port of exit by the exporter, es): . Statistical Classification of Domestic and Fon nm Exports may be ir 
bis named duly authorized forwarding agent (or a duly authorized officer or employce of chased from the Superintendent of Documents, Government Printing Oflice, Washington 
either) will be authentieatod by the Collector. The Collector will retatn the « cisipal ond ene 25, D.C., lectors of Customs, and the Department of Commerce Field Othce 

copy, and will return one (or more where required or authorized) authenticated copy to the 6) Shipper’s Export Beclai n blanks may be obtained from the Superintendent of 
exporter or such agent. One copy so returned shal! be de!ivered by the exporter, or his agent, Documents, Government | & Office, Washi om 25, D.C, local ¢ tors of 






to the Somes carrier for attachment to the outward manifest. The additional copy or Customs, and Depart Field Offices located In princ'pal cities for © 
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Mr. Ostrorr. You understand the general license is not a docu- 
ment. It is a regulation, but we could file that. 

Mr. Revss. I would like to find out, for example, the wording of 
the provision regarding tr ansshipment and the penalty. 

Mr. Borton. Would you like for me to read it? It is very short. 

Mr. Fountarn. Read it into the record. 

Mr. Reuss. You might give the date of issuance and other identifi- 
cation. 

Mr. Borton. General license GRO is in section 371.8 of the com- 
prehensive export schedule, and it covers shipments of nonpositive 
list commodities. Under “Scope of License” is the following : 

(1) A general license designated GRO is hereby established authorizing the 


exportation to all destinations of all commodities not included on the Positive 
List of Commodities, subject to the limitations set forth in this section. 
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(2) No exportations may be made under this general license to subgroup A 
countries. In addition, no such exportations ultimately destined to Hong Kong 
or Macao may be made except fresh fruits and cut flowers. 

Then under section 371.4 under “Reexportation from country of 
destination” is the following: 


No exportation may be made under any type of general license with the 
knowledge or intention that the commodities so exported are to be reexported 
from the country of destination unless the reexportation has been authorized 
by the Department of Commerce. 

Mr. Reuss. That, Mr. Borton, is the relevant language in the gen- 
eral license? 

Mr. Borton. Yes. 

Mr. Reuss. When was that general license adopted ? 

Mr. Borton. I would have to check that. 

Mr. Ostrorr. At least 10 years. 

Mr. Reuss. At least 1949? 

Mr. Borton. Yes. 

Mr. Ostrorr. Yes, because this is basic to the system where you 
have a set of commodities that require a specific license and then, you 
see, all others may go under general license, except there may not be 
any reexportation. I would guess it goes back to the beginning—— 

Mr. Reuss. One further question. What are the penalties pro- 
vided by the general license regulation and, derivatively, by the act 
itself for violations with knowledge of that reshipment provision ? 

Mr. Ostrorr. Well, the penalties for violation of this regulation 
are the same as on any others in the Export Control Act; there is 
provided both a fine and a possible jail sentence. 

Mr. Fountarn. I might read section 5 at this point, as follows: 

Sec. 5. In case of the violation of any provision of this Act or any regulation, 
order, or license issued hereunder, such violator or violators, upon conviction, 
shall be punished by a fine of not more than $10,000 or by imprisonment for not 
more than one year, or by both such fine and imprisonment. 

Mr. Ostrorr. And, in addition, and Mr. Borton alluded very briefly 
to this before, by regulation we have instituted a so-called compli- 
ance proceeding under which in the case of violations we may also, 
after hearknee and decisions and appeals, and so forth, we may suspend 
or revoke or do whatever the case justifies, the licensing privileges 
of the violator. This is a very substantial deterrent, denying a firm 
the opportunity to continue in the export business. 

Mr. Reuss. May I ask this question: Since the passage of the Ex- 
port Control Act of 1949 in 1949, have there been any convictions of 
any person under the reshipment-with-knowledge clause of the general 
license regulations you have just read ? 

Mr. Ostrorr. There has not been any criminal case, but I believe 
there have been some compliance cases. We do not have them with 
us. Wecan get them for you. 

Mr. Reuss. Have there been any suspensions of licenses? 

Mr. Ostrorr. Yes. They are reported once every 3 months in our 
quarterly report to Congress. They are reported only by subject matter 
and we would have to go through the reports—you are asking about 
just cases of this sort ? 

Mr. Reuss. Where there are violations of the reshipment rule. 

Mr. Osrrorr. Yes. 

Mr. Reuss. Would you furnish us a summary of those cases? 
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Mr. Ostrorr. Yes. 

Mr. Reuss. Where licenses have been actually suspended because 
of reshipment, what circumstances led to the suspension ? 

Mr. Ostrorr. I do know we have had a few cases like that, but the 
a majority of these have probably been disposed of by warning 

etters because they involved relatively minor offenses and first offenses, 
and it is our enforcement practice to just issue a warning letter. 

Again, it is our practice not to publish them, in fairness to the 
people involved, but any suspension is published. 

r. Reuss. Will you just furnish a list of suspensions? 

Mr. Osrrorr. Yes. 

Mr. Fountain. And also include for the purposes of the record the 
contents of the declaration which has to be made. 

Mr. Navueuton. Since the shipments about which we are concerned 
are nonstrategic commodities and the sales are being made for ship- 
ments to friendly countries, then no validated export license is needed 
and no application need be made to the Department of Commerce 
at all? 

Mr. Borton. That is correct. 

Mr. Navcuton. So therefore the responsibility for screening the 
purchasers in order to determine whether or not these people could be 
relied upon not to transship would be in the Department of 
Agriculture? 

r. Borton. That would be the only place. 

Mr. Navueuton. You could not possibly have any check and about 
the only thing you could do in any case is determine eventually if 
a tae had occurred, and that would be mostly luck, if you found 
that ¢ 

Mr. Borron. Yes. 

Mr. Navueuton. You would not normally expect to get all the 
violations. 

Mr. Borron. Well, it would be awfully difficult to apprehend them. 
We do get reports from our foreign service of unusual movements, 
they are constantly on the alert, but this other kind of thing is ex- 
ceedingly difficult to trace because we do not have the original docu- 
ments from which to start a chain of followups. 

Mr. Naventon. And the place to screen would be the purchasers at 
the beginning. 

Mr. Borton. That would help tremendously. 

Mr. Navueuton. Now, in preventing transshipments you have to 
rely to a great extent on cooperation of the friendly countries? 

Mr. Borton. We do. 

Mr. Naueuton. And where that friendly country does not have any 
regulations preventing transshipment it is pretty difficult to get it? 

Mr. Borton. It is difficult. 

Mr. Naveuton. I understand, according to the latest report made 
to Congress under the Battle Act, that The Netherlands does not have 
any restrictions or controls on export of commodities, including stra- 
tegic, with the exception of a customs check to assure that the goods 
leave the country in the same form as they entered ? 

Mr. Borron. No, sir: that is not quite correct. 

The Netherlands is one of a group of 15 countries which have agreed 
on a list of items which are considered to be of top strategic impor- 
tance, and with respect to which they would enforce an embargo on 
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shiments to the Soviet bloc, and would also enforce an embargo on 
transshipments to that——— 

Mr. Hortrretp. Strategic material ? 

Mr. Borvon. Strategic material. They have also agreed on a list 
of materials on which there is a quantitative limit as to the amounts 
which can be shipped to the bloc. 

Then there is a third category in which they agree to report on 
actual shipments made, although there is no agreed limitation. 

You come then down to the fourth ategory, which are the items 
which they do not consider important, but which we in the United 
States, as a matter of national policy, do not want to go to the bloc 
without our specific authorization. 

It is in that latter category, of course, that we have difficulty in get- 
ting the wholehearted cooperation of the European countries because 
those items are not considered strategic by them, and they have made 
no commitments to prohibit their tr ansshipments. 

Mr. Founvrarn. Does that fourth category include fats and oils? 

Mr. Borron. It would. So, we would have to rely on our original 
requirements in the United States, rather than the active participation 
on the part of friendly governments. 

Mr. Naventron. Do you have an understanding with The Nether- 
lands Government whereby they give a full report on transshipments, 
for example, of linseed oil? 

Mr. Borron. No, sir. 

Mr. Fountain. I would like to ask this question today which we 
gave to the gentlemen from the Department of Agriculture yesterday, 


and I would like to give you some figures whieh prompted us to go 


into this thing. 

Let us look a little more closely at the tremendous export sales of 
linseed oil by the Commodity Credit Corporation during 1954. I 
think you will find from the CCC’s own figures that it sold about 438 
million pounds of linseed oil during the first 10 months of 1954 for the 
total of about $29 million. 

According to my figures, this averages less than 7 cents a pound, or 
less than half what the oil cost the Government. Actual exports of 
linseed oil 

Mr. Houtrretp. Excuse me. It represents about one-fourth of what 
it cost the Government ; the half is the present price. 

Mr. Fountain. You are right. 

Mr. Boron. That is correct. 

Mr. Founrarn. Yes, sir. About one-fourth. 

Actual exports of linseed oil by the United States during the same 
period were 414 million pounds, of which 391 million pounds went to 
The Netherlands, and, of course, that is quite a lot of linseed oil 
to be shipped to a little country of less than 10 million people. 

Asa matter of fact, it amounts to enough to give each man, woman 
and child 40 pounds of linseed oil or enough to last 8 years, if they 
consumed it at the same rate we do in the United States. 

Actually, with that phenomenal expansion of exports of fats and 
oils to The Netherlands, we we to wonder where it goes, and, getting 
back to one of the questions I asked, in that situation what steps are 
taken either by your Department or by the Agriculture Department 
or what steps are required to be taken with a view of determining 
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whether or not that linseed oil is transshipped behind the Iron 
Curtain? 

Mr. Borton. I would like to answer that this way, Mr. Chairman: 

That although we have received a good many reports of transship- 
ments of various goods from the U nited States from our Emb: assy 
people and from other sources, we, so far, have not received any reports 
of transshipments of this linseed oil or any parts of it. 

Now, it could very well be that we are just uninformed and if the 
committee has any leads, we could follow, we would be delighted to 
have them. 

We have not received any license applications for linseed oil for 
shipment to the bloc. 

We do know that Russia bought a substantial tonnage of linseed 
oil from the Argentine and we did see some reports in the public 
press of possible tr ansshipments but since it appeared at the time these 
purchases were made from the Argentine, it seemed likely that the 
quantities about which the rumors were circulated were Argentine 
material rather than United States. 

There is one other point I would like to make, that it is quite likely 
that Holland has, or will resell, a substantial portion of that linseed 
oil to West Germany or other West European countries which could 
legally be done under the terms of our general license. 

“Mr. Founrary. W ell, do you have any check, or any way of know- 
ing whether or not it is transshipped behind the Iron Curtain? 

Mr. Borron. At the moment we have no information one way or the 
other. 

Mr. Fountain. Mr. Naughton, I would like for you to give him the 
eo of shipments for 1953 and 1954. 

Mr. Navueuton. Yes. These figures are for the marketing year 
from ashes 1 to September 30. I will characterize the period from 
October 1, 1952 to September 30, 1953, as 1953, and the similar period 
for the next year as 1954. 

In the 1953 marketing year the total United States exports of cot- 
tonseed oil were 50,672,000 pounds. In 1954 they were 397,793,000 
pounds. 

Flaxseed, the 1953 exports were 19,000 bushels; 1954, 6,152,000 
bushels. 

Linseed oil exports in 1953 were 4,040,000 pounds. In 1954 they 
were 430,272,000 pounds, an increase of more than 100 times. 

Mr. ence Is that total? 

Mr. Naueuton. Yes. 

Mr. Fountarn. About 391 million of that latter figure went to the 
Netherlands. 

Mr. Naucuron. That includes some exports in November and De- 
cember 1953, most of which went to the Netherlands, but a very large 
percentage of the totals, probably 95 percent, went to the Nether lands. 

Mr. Fountain. We got these figures from official publications of 
the Department of Agriculture and we wonder if they got to your 
attention, that tremendous increase of exports of linseed “oil in 1953 
and 1954. 

Mr. Borron. Yes, we have those figures. We are familiar with 
them. 
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Mr. Founrarn. And we are just wondering what is done or what 
steps are taken to determine where that linseed oil is going and whether 
or not it is going behind the Iron Curtain. 

Mr. Borron. Well, there have been no specific investigations or any 
compliance proceedings instituted with respect to these shipments. 

Mr. Founrarn. Would not a tremendous expansion like that in 
the exports of linseed oil normally arouse suspicion and prompt your 
Department or the Department of Agriculture, whoever has that au- 
thority, to look into it and make some investigation ? 

Mr. Borron. Well 

Mr. Founra1n. To see whether or not this is being transshipped in 
violation of the established policy of this Government. 

Mr. Borton. I think the answer is—we have devoted our major com- 
pliance activity on the important items; that as far as we know, lin- 
seed oil would be used in the bloc only for edible purposes or for paint 
or for linoleum or some other wholly nonstrategic activity, and for 
that reason no full-scale investigation has been launched because, in 
fact, it would be an exceedingly difficult thing to trace this. It is 
entirely different from a piece of fabricated goods from a machine 
tool or something, where you can identify it and trace it right through 
to the ultimate user. 

Mr. Fountain. For the benefit of you gentlemen, I would like to 
repeat a statement at this point which I made yesterday. I said then: 

We want to make it very clear that this subcommittee knows it has no juris- 
diction over the foreign trade policy of the United States. It is not the business 
of the subcommittee to decide whether we should, or should not trade with 
Russia or any other country behind the Iron Curtain. We also want it under- 
stood that this hearing is in no way intended, nor should it be construed as an 
effort to set such policy. That responsibility rests on other shoulders. 

However, if our Government already has an established policy regarding 
trade with Russia and the satellite nations and if that policy is being violated 
either deliberately or mistakenly by the sale of taxpayer-owned commodities, 
at cut-rate prices for shipment behind the Iron Curtain, or for such shipment 
of commodities destined to reach, or reaching behind the Iron Curtain, then that 
very definitely is a matter for consideration and appropriate action by this 
subcommittee, particularly if these violations are resulting in heavy losses to 
the taxpayers. 

I repeat that primarily for the purpose of letting you know the 
interest that this subcommittee has in the subject matter of this 
hearing. 

Mr. Coaiitneie. I would think that it would be worth repeating some 
of the points made just in passing. 

We start off, of course, with the assumption that our regulations 
are not being violated and that is a reasonable assumption, because 
certainly the major problem that the American businessman has is 
to have it made clear what the rules are, and then to leave it up to 
him to abide by them. 

Secondly, as I understand, with respect to this particular commodity 
and certain related ones, we have had few inquiries from people who 
apparently were not clear what the regulations were and wanted to 
be advised and they were told that transshipment behind the Iron 
Curtain is not permitted, but to other countries, it is, 

I think what the committee is doing is pointing out to us that there 
has been an unusually large trade in this commodity and suggesting 
that the reason for that is that stuff is going behind the Iron Curtain. 
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We just want to point out that it is quite possible, we do not know 
what the facts are, but it is equally possible that the shipments that 
go to the Netherlands are being sold into and through the Western 
European countries, because there is a demand for these commodities. 

Mr. Hourzman. I do not think it is a function of our committee 
to point out by implication that any of these commodities are going to 
the Iron Curtain countries. It is not our intention. 

It is our desire to find out whether it is in fact going there and if 
it is, what efforts and what attempts are being made in seeing to it 
that it does not happen, which are being made By the various depart- 
ments. 

I have heard nothing to indicate that there is any attempt being 
made on the part of the Department of Commerce or Agriculture to 
see these things do not get into Iron Curtain countries. 

Mr. Osrrorr. There was some discussion just before you arrived. 
We had communicated with one of the known larger purchasers of 
this community and particularly brought to their attention the appli- 
cation of these regulations. 

Now, is this something that we should make inquiries about? I 
mean, do you have access for the export figures of the European—I 
mean, could we in fact determine where the stuff is going ? 

Mr. Borton. Well, it can be done. It is exceedingly difficult to 
trace this kind of thing, that goes into tanks and gets mixed up with 
supplies from other sources, but there could very well be a situation 
in which a given lot moves and you can trace that, and it is possible 
to get evidence of transshipment. 

Mr. Ho.irtetp. Let me ask you this question, Mr. Borton. Where 
a 10,000-percent increase occurs in an item like this being exported to 
the Netherlands, where we know it is far above their normal domestic 
consumption, would it be possible for you through our embassies, 
or whatever representatives you may have there to get the figures 
of the Netherlands exports on this for the corresponding year? 

Now, if we could find, for instance, that they imported 400 million 
pounds and they utilized 50 million in their domestic economy and 
exported 350 million for Western Europe and so forth and so on, 
that would pretty well answer the question, but if they could not 
show that they had exported to these other western nations, then by 
inference even if they did not admit it, we could pretty well make up 
our mind that it was going to the Iron Curtain countries. 

There should be no aan on their part in giving us the figures 
of legitimate exports from the Netherlands to free countries; should 
there be? 

Mr. Borron. I believe we should be able to get those figures. I know 
we could get them on strategic materials. I would assume their nor- 
mal exports statistics would show what was done with items such as 
linseed oil. I am not absolutely sure, but I would assume so. 

Mr. Founratrn. In connection with this phenomenal expansion, I 
think the Netherlands Government has a regulation which prevents 
importation of linseed oil. 

Mr. Naventon. As I understand it, according to a statement from 
our Embassy in the Netherlands published in May 1954, the regula- 
tions of the Netherlands Government prohibited the importation of 
flaxseed and linseed oil for domestic consumption within the Nether- 
lands but did allow transshipment. 
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Mr. Founrarn. That is indicated by Foreign Crops and Markets 
for May 31, 1954. 

Mr. Hourzman. If that is so, then that would preclude the possi- 
bility of the Netherlands using part of this shipment, so all of it 
was intended to be shipped elsewhere, transshipped; isn’t that so? 

Mr. Navueuton. Yes; I would think so. 

Mr. Reuss. Mr. Borton, you have spoken before of the shippers’ 
export documents required to be filed in the case of any shipments 
pursuant to a general license and you have indicated that the De- 
partment of Commerce audits and reviews every single such shippers’ 
export document; is that correct ? 

Mr. Borron. No; that is not quite correct. 

Mr. Reuss. Will you straighten me out ? 

Mr. Borton. Yes. The shipper’s export declaration, as it is called, 
is a document executed by the shipper in which—executed at the time 
he clears his export through customs if it is a licensed shipment, and 
customs compares our shipper’s license with the statement on the 
declaration and on inspection. 

If it is a general license item he still files the same kind of declara- 
tion except he indicates on the face of that declaration that the ship- 
ment is going out under general license. 

Now, those export declarations were originally used purely for 
statistical purposes, to compile the exports of the United States by 
categories for the use of businessmen. 

We use them as an export control document and it therefore has 
official stature as such a document, so that falsification immediately 
subjects the shipper to the penalties which you, Mr. Chairman, read 
from the act. 

We get a copy of that export declaration only with respect to cer- 
tain selected shipments. If we want to put a tracer on the shipment 
we ask for a copy to come back to us so we know when shipment 
is made, because the license is valid for 6 months and the minute it is 
cleared we have a notice and we can put a tracer on it. 

We also use them with regard to what we call our project licenses, 
but we do not get copies of all of these export declarations. They go 
to Census where they are compiled for statistical purposes. 

Mr. Reuss. I have a specific question. With regard to exports of 
linseed oil from this country to the Netherlands in the year 1954, did 
you request, or did you get copies of those shippers’ export declara- 
tions ? 

Mr. Borton. On linseed oil as a commodity ? 

Mr. Reuss. Yes. 

Mr. Borton. No; we did not. 

Mr. Reuss. Do you know what the shipper or shippers who shipped 
linseed oil to the Netherlands in 1954 had to say in their export dail 
tions with respect to whether the ultimate destination of that linseed 
oil was the Netherlands or whether it was proposed that it ultimately 
be transshipped elsewhere ? 

Mr. Borron. No; we have not inspected those export declara- 
tions. 

Mr. Reuss. Are there copies of those export declarations now on 
file at the Census Bureau in Washington ? 

Mr. Borron. Yes, sir. 
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Mr. Reuss. I would like very much to see the completed documenta- 
tion on all shipments from this country to the Netherlands during 1954 
of linseed oil in the total amount of, I gather, 391 million pounds. 

Can you —e the copies of those documents on file in the Census 
Bureau and can you make them available to this committee for in- 
spection ? 

Mr. Bortron. We can get them from Census, and the terms—I am 
not familiar with that. 

Mr. Ostrorr. Well, you have the same problem. You might want 
the chairman to make the request in writing that the Congress has 
asked for copies of the shippers’ declarations on linseed oil. 

Now, they are all available; that is, anything in the last 2 weeks 
would be at the various ports, but within 3 weeks they all come into 
Washington and we can get them from the Census Bureau. 

Mr. Fountain. Would it be a tremendous task ? 

Mr. Ostrorr. Well, it would depend on how many there were. 

Mr. Borron. No; not tremendous. 

Mr. Revss. I think they are filed chronologically. 

Mr. Ostrorr. If you really wanted to examine those declarations, 
I believe you would have to ask the Secretary for permission to do that. 

Mr. Rurss. Mr. Chairman, I think it would be illuminating to this 
committee to see what the exporter said he would do. I would like to 
know at least what his statement was as to transshipment, or whether 
he made a statement. 

Mr. Fountatn. I think it is all right to have them. They do not 
have to be made part of the record. 

Mr. Ostrorr. What you want to do is examine them. 

Mr. Reuss. The staff could examine them at the Census Bureau 
and make notes. 

Mr. Houirretp. I would suggest that it is possibly the duty of our 
staff to go down and look at them rather than for these gentlemen 
to go to this other agency and get them for us. 

Mr. Borron. They are part of the Department of Commerce, of 
course, and they do this kind of checking all the time; but it takes 
time because there are so many millions of them. 

Mr. Houirrevp. Well, we do not want, I want to say now, to put 
upon any of the witnesses before our committee an unusual burden 
by asking them for something which will involve many tedious days 
of clerical work, and so forth. 

I have taken that position many, many times. Sometimes we ask 
for something which seems to be a simple request but it does go into 
millions of documents. 

Mr. Fountain. That is the reason I asked whether the task would 
be tremendous. 

Mr. Borron. I think this will not be an unreasonable burden but 
I would like to ask that we be allowed to get in touch with the Census 
people as soon as we leave here to find out how quickly, within reason, 
it can be done and then get in touch with Mr. Naughton. 

Mr. Hotrrrevp. That is fine. I think we would rather have a 
general report, and if we could have specific reports on these items 
we are interested in we would like that. 

Mr. Fountain. I think you will find most of these purchases were 
just by a few concerns. 
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For instance, in June 1954 the Commodity Credit Corporation sold 
210 million pounds in 1 sale for 6 cents a pound to Interoceanic Com- 
modities. 

Mr. Ostrorr. I do want, Mr. Chairman, just to refer to. the fact 
that we do not here have the authority to tell you that we can get 
this for you. These shippers’ export declarations are likewise confi- 
dential documents and only with the approval of the Secretary can we 
do this. We will take your request back and ask for it. What their 
attitude would be, I don’t know. 

Mr. Houtrtetp. That is all right; we understand you on that. 

Mr. Borton. Mr. Chairman, do you want more than linseed oil; do 
you want cottonseed ? 

Mr. Hottrtetp. We might indicate on the record, if we want more, 
we can subpena and get them—— 

Mr. Fountarn. at do you think we need ? 

Mr. Naventon. If we need more we can request it. 

Mr. Stewart. For what year? 

Mr. Navueuton. Why don’t you start with November 1953, because 
there were about 85 million pounds of linseed oil shipped in November 
and December. 

Mr. Borton. I think it would not be much extra work—well, no, 
January would not be ready; we can go through 1954, then. 

Mr. Naventon. Starting with November 1953. 

Mr. Fountarn. I might invite the attention of you gentlemen also, 
to another report which we have considered along with this tremen- 
dous expansion in exports of linseed oil, the 29th Quarterly Report on 
Export Control by the Secretary of Commerce, December 30, 1954, 
which reads as follows: 

In general applications for shipment of positive-list commodities to the 
European Soviet bloc are likely to be denied, while applications for nonpositive- 
list goods may be approved. However, applications in the latter category are 
carefully examined, and are not approved in instances such as the following: 

(1) Where commodities acquired from the Commodity Credit Corporation 
are to be exported at prices less than the United States Government investment 
in such commodities— 
and so on. 

So, we have been very much concerned in being sure these commodi- 
ties are not being sold behind the Iron Curtain for less than cost in 
violation of the policy of our Government. 

Getting back to the questions I was asking, I have just a few more. 

I might also invite your attention to some remarks of 1 or 2 out- 
standing persons who keep up with this sort of thing. Mr. Charles B. 
Shuman, president of the American Farm Bureau Federation recently 
made some statements with respect to the effectiveness of our export 
controls on these nonstrategic commodities, which I would like to 
have Mr. Naughton read to you. 

Mr. Naveuton. This is an excerpt from a press conference held by 
Mr. Shuman in Washington on February 15: 


I am frankly puzzled— 
Shuman said— 


as to why the State Department is opposed to the direct sale of our surpluses to 
Russia. As everyone knows the products we sell to European countries are 
simply being reconsigned and sold to Russia, anyway. 
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Shuman said apparently a great deal of United States produced fats 
and oils had reached Communist countries. Asked if a safeguard had 
not been set up to prevent this, the Farm Bureau president replied : 


Well, there is supposed to be but apparently it isn’t working. 


Mr. Fountain. There is another question I would like to ask. 

Does the Agriculture Department get advance clearance from your 
Department—and I think you have already to some extent answered 
this—before selling commodities for export at reduced prices ¢ 

Mr. Borron. As far as I know they may have, but not to my knowl- 


e. 

Mr. Fountain. By your answers to the other questions which you 
have replied to, I gather that you have no way of giving any positive 
assurances that substantial quantities of fats and oils exported to 
friendly countries such as the Netherlands, have not been transshipped 
behind the Iron Curtain ? 

Mr. Borron. Mr. Chairman, I do not think I could give you a posi- 
tive assurance on that. 

Mr. Fountain. Any other questions ? 

Mr. Hourzman. Mr. Borton, as a matter of fact, as far as your De- 
partment is concerned, you have made no effort to ascertain that these 
commodities are not transshipped behind the Iron Curtain. Is that 
correct ? 

Mr. Borron. We have made some effort—we have made consider- 
able effort. 

Mr. Hotrzman. What efforts? 

Mr. Borton. To advise those firms as to the requirements of our 
regulations. 

fr. Hourzman. That is just by way of warning to these firms? 

Mr. Borton. That is correct. 

Mr. Hortrzman. That you might be inclined to stop granting them 
the license if they failed to comply with the law; in the nature of a 
warning, is it not ? 

Mr. Borton. That is correct. 

Mr. Houtrzman. And is that the sum total of your Department’s 
effort ? 

Mr. Borton. I believe so. 

Mr. Hotrzman. All right. Now, you said before that because of 
the fact that a shipment was made to them from the Argentine, it 
seemed likely that whatever got behind the Iron Curtain emanated 
from Argentina. Is that correct—well, that is the assumption, is 
it not? 

Mr. Borron. That is right. 

Mr. Houtrzman. And you have no proof; that is strictly and exclu- 
sively and solely an assumption on your part. 

Mr. Borton. That is right. 

Mr. Hotrzman. All right. 

Mr. Founrarn. Mr. Naughton. 

Mr. Navuenton. I understand that these gentlemen had some in- 
formation with regard to the Interoceanic Commodity Corp., which 
bought the majority of this linseed oil exported to the Netherlands, 
and I understand they did not want that on the record because of the 
regulations of the Department which they explained——— 
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Mr. Borron. Well, the Export Control Act provides in substance 
that the information which comes te the Department of Commerce as 
the result of the operation of the act should not be made public un- 
less the withholding of it is contrary to national interest. 

So that, with respect to individual license applications on our actions 
with respect to individual applicants, we do have to get the approval 
of the Secretary before making that generally public. 

Mr. Fountain. I believe you have reference to section 6 (c) of the 
Export Control Act which states that: 

No department, agency, or official exercising any functions under this act 
shall publish or disclose information obtained hereunder which is deemed con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information unless the head of such department 
or agency determines that the withholding thereof is contrary to the national 
interest. 

Mr. Borron. I believe that is it. 

Mr. Houtrrecp. May I ask this question, Mr. Borton? Does that 
prohibition apply in giving testimony before a congressional commit- 
tee in executive session; is that considered making it public, a dis- 
closure of it? 

Mr. Borton. I believe only if the record is available for the public; 
but I would have to defer to counsel. 

Mr. Osrrorr. That is the position we have taken. We had similar 
requests from other committees and the Secretary has uniformly ad- 
vised them that he felt that except under the igen of withholding 
being contrary to the national interest, he felt that he had to not per- 
mit the publication of the information. 

Mr. Howirim.p. Does that include disclosure? 

Mr. Ostrorr. Disclosure, either publication or disclosure. 

Mr. Fountarn. As I understand these gentlemen, they will give it 
to you off the record. ; 

Mr. Hotirtexp. I think we should have it off the record, then, and 
then later on if we want we can make a formal request to the Secre- 
tary and he can pass judgment on it. 

Mr. Fountain. All right. Off the record. 

(Discussion off the record.) 

Mr. Fountarn. Back on the record. 

Mr. Houtrrevp. Mr. Borton, our interest in this matter has been 
encouraged by the fact that testimony by the Department of Agri- 
culture employees yesterday indicated that this large shipment, 
amounting to some $12 million, was a negotiated sale and not a com- 

etitive bid sale; that the price obtained for it was in the neighbor- 
hood of between 6 and 7 cents—— 

Mr. Naueurton. Six cents. 

Mr. Ho.irtetp. Six cents and the world price at that time was 
around 121% cents and the acquisition cost to the Government was 
around 27 cents. 

This indicates that if the negotiated sale was consummated at a 
price of one-half of the world price, that it was considerably below 
not only acquisition cost, but the world price, and therefore, was a 
detriment to the taxpayers unless other factors were involved than 
monetary considerations. 
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If one of the factors that was involved was assistance to friendly 
nations, that might possibly be excused, although there is some 
doubt as to that, but certainly if this was being transshipped against 
our policy to captive nations behind the curtain, then there is ob- 
viously a very poor checking arrangement somewhere in our export 
= and in the Department of Agriculture procedure. 

r. Fountarn. Any other questions? 

(No response. ) 

Mr. Fountain. Do you gentlemen have any other comments you 
want to make for the Guat 

Mr. Borton. I think not, Mr. Chairman. We do appreciate the 
opportunity of looking at this problem. 

r. Fountain. We appreciate your coming up here and we hate 
having to give you such short notice, but that is sometimes the way 
we have to operate here. 

(Whereupon, at 11:50 a. m., the subcommittee adjourned.) 
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